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PART I

Item 1. Business

THE COMPANY

Overview

Loral Space & Communications Inc. (“New Loral”) &tger with its subsidiaries is a leading satellite
communications company with substantial activitresatellite manufacturing and investments in $itedbased
communications services. New Loral, a Delaware @@tfon, was formed on June 24, 2005, to succeéukto
business conducted by its predecessor registrard) Epace & Communications Ltd. (“Old Loral”), wchiemerged
from chapter 11 of the federal bankruptcy laws @vé&iber 21, 2005 (the “Effective Date”) (see “Reanigation”
below).

The terms “Loral,” the “Company,” “we,” “our” andus” when used in this report with respect to theqgoke
prior to the Effective Date, are references to Qdcal, and when used with respect to the periodroenting on an
after the Effective Date, are references to NevalLdrhese references include the subsidiaries @fLOfal or New
Loral, as the case may be, unless otherwise iretioat the context otherwise requires.

Loral is organized into two segments:
Satellite Manufacturing:

Our subsidiary, Space Systems/Loral, Inc. (“SS/d8sighs and manufactures satellites, space sy
and space system components for commercial andmyoesait customers whose applications include fixed
satellite services (“FSS”), direct-to-home (“DTH3)oadcasting, mobile satellite services (“MSS”),
broadband data distribution, wireless telephongitai radio, digital mobile broadcasting, military
communications, weather monitoring and air traffianagement.

Satellite Services:

Until October 31, 2007, the operations of our ditdetervices segment were conducted through Loral
Skynet Corporation (“Loral Skynet”), which leasedrtsponder capacity to commercial and government
customers for video distribution and broadcastirigh-speed data distribution, Internet access and
communications, and also provided managed netwerices to customers using a hybrid satellite and
ground-based system. It also provided professisealices to other satellite operators such as fipetating
services. At October 31, 2007, Loral Skynet had fotorbit satellites and had one satellite under
construction at SS/L.

On October 31, 2007, Loral and its Canadian parthablic Sector Pension Investment Board
(“PSP"), through Telesat Holdings Inc. (“Telesatltftm”), a newly-formed joint venture, completed the
acquisition of Telesat Canada from BCE Inc. (“BCHM) connection with this acquisition, Loral traestd
on that same date substantially all of the assetselated liabilities of Loral Skynet to Telesatrada. Loral
holds a 64% economic interest and & B3% voting interest in Telesat Holdco, the ultimategnt company
of the resulting new entity (see Note 8 to the otidated financial statements). We use the equiyhad of
accounting for our investment in Telesat Canada.

We refer to the acquisition of Telesat Canada had¢lated transfer of Loral Skynet to Telesat
Canada as the Telesat Canada transaction. Referen€elesat Canada with respect to periods poiting
closing of this transaction are references to thsigliary of BCE and with respect to the perio@iafhe
closing of this transaction are references to Elemldco and/or its subsidiaries as appropriateil&ly,
unless otherwise indicated, references to Lorah8kwith respect to periods prior to the closinghi$
transaction are references to the operations ddlisosatellite services segment as conducted thrbogal
Skynet and with respect to the period commencingrahafter the closing of this transaction areglifited to
the fixed satellite services business, referenzéise Loral Skynet operations within Telesat Canada

We adopted fresh start accounting as of Octob2005, in accordance with Statement of Position
No. 9(-7, Financial Reporting of Entities in Reorganizatiomdér the Bankruptcy CodeSOP 90-7").Accordingly,
our




financial information disclosed under the headiBg¢cessor Registrant” for the periods ended amd as
December 31, 2005, 2006 and 2007, respectivefyreisented on a basis different from, and is theeaiot
comparable to, our financial information disclosedler the heading “Predecessor Registrant” fop#red ended
and as of October 1, 2005 (the date we adopted-Bist accounting) or for prior periods.

Segment Overview
Satellite Manufacturing

SS/L has been designing, manufacturing and intiegraatellites and space systems for a wide vadgty
commercial and government customers for more ti@ayears. Its products include mid-and high-powesat@lites
designed for applications such as fixed satelbtwises (“FSS”), direct-to-home (“DTH") broadcagiirmobile
satellite services (“MSS"proadband data distribution, wireless telephongitali radio, digital mobile broadcastir
military communications, weather monitoring andteaffic management. SS/L customers have includeti s
satellite service providers and government orgdioiza as APT Satellite, AsiaSat, DIRECTV, EchoStisdesat,
ICO, Intelsat, Japan’s Ministry of Transport andiCAviation Bureau, the National Oceanic & Atmospit
Administration (NOAA), Optus (SingTel), SES New &&j Shin Satellite, Sirius Satellite Radio, Tel€sanada,
TerreStar Networks, WildBlue Communications, XTARIaXM Satellite Radio. Since its inception, SS/Isha
delivered more than 220 satellites, which togeliaate achieved more than 1,400 years of cumulativerbit
service; many of these satellites significantlyesaed design life expectations. SS/L’s broad prolihve meets the
vast majority of customer requirements for sagslitvith up to 25 kilowatts of power. The capaciffgied on these
satellites ranges from one to as many as 150 toalgps. According to industry research firm, Fut@orporation,
global satellite manufacturing revenue was $12dgilin 2006 of which approximately $3 billion was f
commercial satellites.

SS/L has a history of technology innovation andentty provides some of the world’s most powerful
commercial satellites. With 190 U.S. patents, tigany has led the industry with research in ads@nc
composites, antennas, multiplexers, power convergimpulsion systems, and on-orbit controls. iggly flexible
satellite platform accommodates a broad range plicgtions such as regional and spot-beam techgplogorid
systems that maximize the value of orbital sloatamn, and imagers for precision weather forecgsfline SS/L
platform accommodates some of the world’s highestgy payloads for television, radio and multimeoliaadcast.
With increasing demand for mobile devices for vidaadio and data, SS/L is also a leader in progiditellite
systems that include Ground Based Beam Forming (©RBBpability so that upgradeable ground equiproant
grow with new innovations and market demands.

SS/L has won a number of satellite constructionrdsaver the last few years and, as a resultaitglbg ha:
expanded significantly. In order to complete camstion of all the satellites in backlog and to anoceodate future
growth, SS/L is modifying and expanding its exigtmanufacturing facilities and coordinating witlréhparties for
additional high-bay satellite integration and fesilities. SS/L is seeking, under this expansitampto
accommodate as many as 13 satellite awards pedgpanding on the complexity and timing of the #pec
satellites awarded and to provide greater in-houseufacturing of RF components and subassembligs. T
expansion which includes the use of third partgitéfcapacity and the upgrading of existing SStelite test
operations and RF assembly and test operationstilmated to require total incremental capital exiterres of
approximately $30 million.

Market and Competitio

SS/L participates in the highly competitive comniadrsatellite manufacturing industry principally tre
basis of superior customer relationships, techrégaéllence, reliability and pricing. Other compas for satellite
manufacturing contracts include Boeing, LockheedtMaand Orbital Sciences in the U.S., Thales Ae®pace
and EADS Astrium in Europe and Mitsubishi Elect@iorporation in Japan. SSA tontinued success depends ol
ability to provide highly reliable satellites orcast-effective and timely basis. SS/L may also @apetition in the
future from emerging low-cost competitors in IndRassia and China. The number of satellite manufaoc}
contracts awarded varies annually and is diffitupredict. For example, based on readily availaidestry
information, we believe that, while only two corttsfor mid-and high-power (8 kW or higher) comniairc
satellites were awarded worldwide in 2002, thereewl® and 16 contracts awarded in 2007 and 208pectively.




Satellite Manufacturing Performance

Successor Registran Predecessor Registrar
For the Period For the Period
For the Year For the Year October 2, January 1,
Ended Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
(In millions)
Total segment revenu $ 814 $ 697 $ 162 | $ 33C
Eliminations (53 (60) (D) (172)
Revenues from satellite manufacturing as
reportec $ 761 $ 637 $ 161 | $ 31¢
Segment Adjusted EBITDA before
eliminations® $ 35 $ 66 $ 12 | $ 15

(1) See Consolidated Operating Results in Managem@&iscussion and Analysis of Financial Conditiod &esults of Operations for signific.
items that affect comparability between the peripasented (see Note 18 to the consolidated finhstatements for the definition of
Adjusted EBITDA).

Total SS/L assets were $963 million and $945 nrilks of December 31, 2007 and 2006, respectively.
Backlog at December 31, 2007 was $1.0 billion. Tiniduded $138 million of backlog for the constinatof Nimiq
5 and Telstar 11N for Telesat Canada. Backlog aeber 31, 2006 was $1.1 billion. This included&irillion of
backlog for the construction of Nimiq 5 for Tele§snada and intercompany backlog of $116 milligmmarily for
the construction of Telstar 11N for Loral Skyn¢tslexpected that approximately 74% of the backds@f
December 31, 2007, will be recognized as revenuga@2008. During 2007, two of SS/L’s customerscamted
for approximately 20% and 16% of our consolidat¢enues.

Satellite Service

Until the closing of the Telesat Canada transaatioi®ctober 31, 2007, Loral Skynet was a globadlkizt
operator, providing customers with a wide rangeidéo and data transmission services. Its fourajlgfpositioned
satellites, which are now part of the Telesat Carfebt, operate in geosynchronous earth orbitapprately
22,000 miles above the equator. In this orbit,|s&e remain in a fixed position relative to paran the earth’s
surface and provide reliable, high-bandwidth sexwvianywhere in their coverage areas, serving dsatikbone for
many forms of telecommunications.

Subsequent to the closing of the Telesat Canadaaction, Loral participates in satellite serviopsrations
principally through its investment in Telesat Camablelesat Canada is the world’s fourth largestider of FSS
with industry leading backlog, and one of only thf&SS providers operating on a global basis. Thebawation of
Telesat Canada and Loral Skynet creates a powetéuhational organization with 12 in-orbit sated and three
satellites under construction, of which two are%d@ased for at least the design life of the staellelesat Canada
provides video distribution and DTH video, as vasdlend-to-end communications services using bogtlisaand
hybrid satellite-ground networks. According to isthy research firm Euroconsult, the global FSS @tigugrew by
8% in 2006 generating approximately $8.2 billiomeénenues.

Telesat Canada categorizes its satellite servigesations into broadcast, enterprise servicescandulting
and other, as follows:

Broadcast:

DTH. Both Canadian DTH service providers (Bell Exp¥asand Star Choice) use Telesat Canada’s
satellites as a distribution platform for theinsees, delivering a package of television programgmaudio
and information channels directly to customers’ kenin addition, EchoStar uses Anik F3, and DIRECTV
uses one of Telesat Canada’s orbital locationsDfidd services in the United States. In Asia, Tel¢t
supports DTH television distribution through HungiKa leading cable and DTH distributor based iiwaa.




Video Distribution. Major broadcasters, cable networks and DTH serpioviders use Telesat
Canada satellites for the full-time transmissioetévision programming. Additionally, certain bdzasters
and DTH service providers bundle value-added sesvibat include satellite capacity, digital encgdf
video channels and uplinking and downlinking segsito and from Telesat Canada satellites and te¢lepo
facilities. In Asia, Telesat Canada is a leadeghandistribution of video content to cable headssindm
which approximately 80 million households can reedelevision programming distributed over Telst@r
including HBO, Sony, Disney and Hallmark. In Eurppelstar 12 provides satellite services to thgdat
cable distributor in Europe, UPC, and is useddasmit the television services of NBC and Fox.dthb
Brazil and Chile, Telesat Canada provides videtritligion services on Telstar 14.

Occasional Use ServicesOccasional use services consist of satellitestrassion services for the
timely broadcast of video news, sports and livenézeverage on a short-term basis enabling brotelsa®
conduct on-the-scene transmissions using smalialplerantennas.

Enterprise Services:

North America Data NetworksTelesat Canada provides data networks in Nortlerdea as well as
the related ground segment and maintenance sesupg®rting these networks. Telesat Canada is bie o
largest operators of very small aperture termioal/SAT, systems in North America, managing
approximately 26,000 VSAT terminals at customegssih Canada and the United States. Some of these
customers are provided end-to-end services indduidistallation and maintenance of the end useriteim
maintenance of the VSAT hub, and provision of siteetapacity. Other customers may be providedbssu
of these services, including maintenance of the V&&minal, while using other providers for hub
maintenance and/or space segment capacity. Té&lesatda also provides networks that combine both
satellite and DSL. Examples of North American dattwork services include the provision and maimera
of a network for an interactive distance learniti2l{ program for a major United States corporatipaint of
sale services for customers in Canada, and comions services to remote locations for the oil gasl
industry.

International Enterprise NetworksTelesat Canada provides IP-based terrestriahsite services
that allow enterprises to reach multiple locatimmsldwide — many of which cannot be connected via
terrestrial means. Leveraging satellite’s one-tawnattributes, these managed services also enaliteaast
and broadcast functionality. These services areateld to enterprises whose headquarters are tiypinahe
United States or Europe through both terrestrigineas and directly to corporations.

Ka-band Internet ServicesTelesat Canada provides Ka-band, ey broadband Internet service:
Canada through Barrett Xplore Inc. and other resglland Ka-bansatellite capacity to WildBlue who use
to provide services in the United States.

Telecommunication Carrier Serviceslelesat Canada provides satellite capacity adet@®nd
services for data and voice transmission to telesomcations carriers located throughout the worltese
services include (i) connectivity and voice cirsutib remote locations in Canada for customers aadbell
Canada, and NorthwesTel and (ii) space segmentitpad terrestrial facilities for Internet backihand
access, GSM backhaul, and services such as rigphtey to carriers around the world.

Government ServicesThe United States Government is the largest singhsumer of fixed satellite
services in the world, and a significant user de$at Canada’s international satellites. Over these of
several years Telesat Canada has implemented assfigicstrategy to sell through government service
integrators, rather than directly to United Stad@sernment agencies. Satellite services are atsodad to
the Canadian Government, including a variety ofises from a maritime network for a Canadian
Government entity to protected satellite capacitthe Department of National Defense for the North
Warning System.




Consulting & Other:

Consulting operations allow for increased operaéfiigiencies by leveraging Telesat Canada’s
existing employees and facility base. With overy8ars of engineering and technical experience satle
Canada is a leading consultant in establishing;adimgy and upgrading satellite systems worldwidgjiing
provided services to businesses and governmentsiia than 30 countries across six continents. atles
Canada operates 13 satellites for third partiestddtly, the international consulting business pites
satellite-related services to over 35 customeepproximately 20 countries.

Telesat Canada is the world’s fourth largest previf FSS with an international platform supporting
(i) strong video distribution and DTH neighborhodaddNorth America that result in long-term contsaetith blue
chip customers, industry leading backlog, and fatintracted expansion DTH satellites, (ii) an éfi¢ and
expanding enterprise services business that prewdeide range of North American customers with-enrdnd
communications services using satellite and hysaiellite-DSL networks, and (iii) a strong inteinagl video
distribution and enterprise services businessptmtides exposure to high-growth regions and segelkers around
the world.

Through its commitment to customer service and $amuinnovation and technical expertise, TelesaoGa
has developed strong relationships with a diveasge of high-quality customers, including manyraf world’'s
largest video and data service providers. Its eosts include North American DTH providers Bell BapsVu, Star
Choice and EchoStar, and leading telecommunicatiodsmedia firms such as Disney, HBO, NBC, UPC ad&mn
Broadcasting Corporation, Bell Canada, AT&T, Veriz8T Group, Global Crossing and Lockheed Martig. |
North American Broadcast and Enterprise Servicegooner service contracts are typically n-year in duration
and, in the past, Telesat Canada has been suddessbatracting all or a significant portion okatellite’s capacity
prior to commencing construction. As a result, $ateCanada had approximately $5.3 billion in carté@d backlog
as of December 31, 2007, of which approximately 1@f%be recognized as revenues during 2008.

Market and Competitio

The satellite services business sector is hightgpmtitive and its players must also compete with-no
satellite technologies for the provision of voidafa, video and Internet connectivity servicese3atl Canada
operates in the FSS sector, providing communicatiimks between fixed points on the easthurface, referred to
point-to-point services, and the provision of dagetonnectivity from one point to multiple pointgferred to as
point-to-multipoint services.

As the world’s fourth largest satellite servicesnpany, Telesat Canada competes with the two otbbab
operators, Intelsat, Ltd. and SES S.A., as wellifis Eutelsat, S.A. in Europe. Intelsat, SES anteBsat are each
substantially larger than Telesat Canada in terin®ih the number of satellites they have in oalsitvell as in
terms of their revenues. In addition, Telesat Carfades competition from regional players, somelodm enjoy
competitive advantages in their local markets. TéreySirius, Arabsat, Hellasat and Turksat in Eeydipe Middle
East and Africa; AsiaSat, Measat Satellite Systehg) Satellite Plc, APT Satellite Holdings LtdAPT"),

PT Telkom and Optus in Asia; Satelites Mexicands 8e C.V., Star One, NahuelSat S.A., and Hisp&sat in
Latin America; and Ciel and EchoStar in North Aroari

Telesat Canada also competes with terrestrial@eprioviders, principally on point-to-point longstiince
routes, as well as for certain types of data ndta:dVhile satellites are more efficient than temiaksystems for
certain applications, such as broadcast or ponmnitiipoint transmission of video and broadbanddterrestrial
networks are generally less expensive than sateléitworks for point-to-point services. In devel@pcountries,
satellite plays a larger role in telecommunicatinasvorks due to the relatively undeveloped tenadst
communications networks. As a result of deregutatind economic growth, these terrestrial commuioicat
networks are expanding in certain countries, irgirpcompetition for satellite services.

The market for satellite consulting services isegalty comprised of a few service providers quatifio
provide services in specific areas of expertiséeSa Canada’s competitors are primarily UnitedeStand
European-based companies.




Satellite Fleet & Ground Resources

Telesat Canada has a global fleet of 12 satellitesbit, which includes one satellite leased frART under
a prepaid lease through the end of its life, forolvhhe company has risk of loss and the righeface at the end
its life, and another two satellites leased frolRECTV. Three additional satellites are scheduledaonch in 200!
and 2009, two of which Telesat Canada has conttdotBell ExpressVu for 15 years or such later dat¢he
customer may request. In addition, the companyekeéiber capacity around the world for use in depilg hybrid
terrestrial/satellite data networks for networkveses customers.

Telesat Canada also has ground facilities locateaha the world, providing both control servicestto
satellite fleet, as well as to the satellites dfevtoperators as part of its consulting servicéiofgs. It has two
control centers located in Ottawa, Ontario and MRark, Ontario. In addition, Telesat Canada leatiesr technice
facilities that provide customers with a host dépert and hub services.

Telesat Canada’s North American focused fleet immised of three owned FSS satellites, Anik F1-RikA
F2 and Anik F3, and two owned direct broadcastisesy or DBS, satellites, Nimiq 1 and Nimiqg 2. BeleCanada
leases and operates two North American focusediwseNimiq 3 and Nimiqg 4iR, that are owned byRECTV bu
are located in Telesat Canada’s orbital locatiowsare used by Telesat Canada. Telesat Canadersatibnal fleet
is comprised of four owned FSS satellites, Anik Félstar 12, Telstar 14/Estrela do Sul, and Tels8and one
satellite, Telstar 10, which is leased through efitife.

The table below summarizes selected data relatifiggkesat Canada’s owned and leased in-orbit gagell

Expected
Orbital Location Manufacturer’s End-of-
Regions Launch End-of-Service:  Commercial- Transponders®)
Covered Date Life Service Life® C-band @ Ku-band @ Ka-band L-band @ Model

Nimiq 1 91.0°WL May 199¢ 2011 202¢ — 32@24MHz - — A2100 AX
Canada, (Lockheed
Continental Martin)
United State:

Nimiqg 2 4 82.0°WL December 20C 201t 202t — 20@24MHz 2@500/100MHz — A2100 AX
Canada, (Lockheed
Continental Martin)
United State:

Nimig 3 ® 82°WL Canada June 199 2007 201¢ — 16@24MHz — — BSS 601
Continental (Boeing)
United State:

Nimiq 4iR ©®) 91°WL Canada December 19¢ 200€ 200¢ — 16@24MHz — — BSS 601
Continental (Boeing)
United State:

Anik F1 © 107.3°WL November 200 201¢€ 201 12@36MHz 16@27MHz — — BSS702 (Boeing)
Canada, (S. America (S. America
Continental

United States,
South Americe

Anik F2 111.1°WL July 200: 201¢ 202¢ 24@36MHz 32@27MHz 31@56/112 MH — BSS702
Canada, 6@500MHz (Boeing)
Continental 1@56/112MHz
United States

Anik F1-R @) 107.3°WL North ~ September 20( 202 202 24@36MHz 32@27MHz — 2@20MH: E3000
America (EADS

Astrium)

Anik F3 () 118.7°WL April 2007 202z 202€ 24@36MHz 32@27MHz 2@75MHz — E3000
Canada, (500MHz) (EADS Astrium)
Continental
United State:

Telstar 10®) 76.5°EL Asia ant October 199 200¢ 201z 1@30MHz 9@54MHz - — SS/L 1300
Portions of 26@36MHz

Europe, Africa
and Australie
Telstar 129) 15°WL Eastern October 199 201z 201¢€ — 37@54MHz — — SS/L 1300
United States, SE
Canada, Europe,
Russia, Middle
East, North
Africa, portions o
South and Central

America
Telstar 14/ Estrela do Sul10) 63°WL Brazil January 20C 201¢ 2011 — 9@72MHz — — SS/L 1300
And portions of 10@36MHz
Latin America, 2@28MHz
North America, 1@56MHz
Atlantic Ocear
Telstar 18 11)(12) 138°EL India, June 200 2017 201¢ 14@36MHz 3@54MHz — — SS/L 1300
South East Asia, 1@54MHz 1@40MHz
China, Australia
And Hawaii

(1) The number of available transponders and expectéaElife shown in this table reflect Telesat Cadaa current estimate of each
satellite’s capacity and useful life, taking accbahanomalies and malfunctions the satellites rexgerienced and other factors such as
remaining




@

fuel levels and consumption rates and other availabgineering data. Telesat Canada periodicalligves and updates these estimates
based on a satellite’s performance. Accordinglgséhestimates are subject to change and it ishpeskat the actual commercial life of
any of these satellites will be shorter than thdtdated in the table. See Item 1A — “Risk Facter@\fter launch, satellites remain
vulnerable to i-orbit failures which may result in reduced revenaerd profits and other financial consequer”

Includes extended-band and extended lband in certain case

(3) Telesat Canada has contracted the L-band capatiéynik F1-R to Lockheed Martin. This L-band speatris not Telesat Canadg'it is ¢
United States spectrum licensed to Lockheed Me
@ Due to malfunctions affecting available power omii¢j 2, not all transponders are operatio
(5) These satellites are leased from DIRECTV, butarEelesat Canada orbital positions. DIRECTV camteate its lease agreement with
Telesat Canada with respect to Nimiq 4iR if DIREC@&Xperiences one or more catastrophic failures igthther satellites. With respect
to Nimiq 3, DIRECTV can terminate its lease agreenifeit experiences two or more catastrophic fa@kiwith its other satellites. In the
event of such termination, Telesat Canada maytleseevenues associated with these satellitegi#rinot redeploy that capacity to other
satellites.
® puetoa gradual decrease in power on Anik Fl, shigllite will experience a premature -of-life.
(M) Telesat Canada has contracted for the sale of #ikcKL-band capacity of Anik F3 to EchoSt
(8) Telstar 10 does not include 1 transponder @ 36MtdizGatransponders @ 54MHz which have been turniefbo$atellite power
management, and does not include 1 transponderN@i3®wned by APT
(9) Telstar 12 has 38-54MHz transponders. Four of tirassponders were given to Eutelsat to settledipation issues, and Telesat Canada
leases back three of these transponc
(10) Telstar 14 has substantially reduced transpongeaity and a limited expected life due to the falof a solar array to fully deploy upon
launch.
A1) Includes 16.6MHz of -band capacity provided to the Government of Tomgéu of a cash payment for the use of the orlhitzhtion.
(12) additional transponders will be purchased from AR in 2008 and two in 200!
In addition, Telesat Canada has the rights todHeviing satellite capacity to end of life of thosatellites:
e Satmex 5 3-36MHz Ku transponder:
e Satmex 6 2-36MHz C-band transponders-36MHz Ku transponders; ar
e Agila (Mabuhay): 3-36MHz C-band transponde
The table below summarizes selected data relatifigkesat Canada’s satellites under construction:
Nimiq 4 Nimig 5 Telstar 11N
Orbital Location 82.00WL 72.7°WL 37.550WL
Regions Covered North and Centre
America, Europe, Africa
Canada, Continental and the maritime
Canade United State: Atlantic Ocean regio
Planned In-Service
Date 2008 2009 2009
Manufacturer’s End-of-
Service-Life 15 Years 15 Years 15 Years
Customer Committed
Capacity 15 Years/Fixec 15 Years/Fixec —
Transponders
C-band — — —
Ku-band 32@24MHz 32@24MHz 39@54MHz
Ka-band 8@54MHz — —
Model E-3000 (EADS Astrium SS/L 130C SS/L 130C

()]

The March 14, 2008 failure of a Proton rocket toits satellite payload to the appropriate orbhilt sause a delay in the planned launch of
the Nimiq 4 satellite, originally scheduled to behched on a Proton rocket in mid-2008. The lawiddimiq 5, which had been planned
for the second half of 2009, may likewise also bkaged as a result of this launch failure. Thesadh delays will adversely affect
Telesat Canada’s financial performance for 2008 tdntially 2009 and 2010 and will defer the bagktun-off previously anticipated.

It is not possible to quantify the impact of theletays until more information about the Protonugland the resumption of the launch
schedule becomes availak




Satellite Services Performance

The following summarizes the satellite servicemsag’'s performance including Loral Skynet through
October 30, 2007 and Telesat Canada for the p&dod October 31, 2007 to December 31, 2007 (iniom§):

Successor Registrant

Predecessor Registrar

For the Period For the Period
For The Year For The Year October 2, January 1,
Ended Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
(in millions)
Revenue
Total segment revenu $ 241 $ 164 % 37 |$ 11¢
Eliminations 2 3 @ 4
Affiliate eliminations(® (11¢) — — —
Revenues from satellite services as repc  $ 121 $ 161 % 36 |$ 111
Adjusted EBITDA:
Total segment Adjusted EBITD $ 11€ $ 68 $ 12 | $ 40
Eliminations (2 3 (0] (10
Affiliate eliminations(@ (65) — — —
Adjusted EBITDA from satellite services
after elimination<?) $ 51 $ 65 $ 11 | $ 30

(1) See Consolidated Operating Results in ManagemBigtussion and Analysis of Financial Condition &w®bults of Operations for
significant items that affect comparability betweka periods presented (see Note 18 to the cors¢etidinancial statements for the

definition of Adjusted EBITDA)

@ Aaffiliate eliminations represent the eliminationahounts attributable to Telesat Can:¢

Total Telesat Canada assets and backlog as of eredth, 2007 were $5.6 billion and $5.3 billion,

respectively.

We use the equity method of accounting for our stment in Telesat Canada, and its results are not
consolidated in our financial statements. Our ibwesit in this company is included in equity in eestses of
affiliates in our consolidated statements of operstand investments in affiliates in our consdhdisbalance sheet.

The following chart summarizes operating revenuesAdjusted EBITDA for Telesat Canada before the
closing of the Telesat Canada transaction. Teléaahda’s Adjusted EBITDA as shown below is caladah the
same manner as Adjusted EBITDA in the segment eimote. The amounts presented below are in Candditar:

(“CAD") and are presented in accordance with Caaadjenerally accepted accounting principles.

Telesat Canada

For the period from

January 1, For The Year For The Year
2007 to Ended Ended
October 30, December 31 December 31
2007 2006 2005
(in millions)
Total operating revenut CAD 457.¢ CAD 479.C CAD 474.]
Adjusted EBITDA CAD 263.2 CAD 261.( CAD 268.1

Total Telesat Canada assets and backlog as of xeredt, 2006 were CAD 1.8 billion and CAD 5.2 loifij

respectively.




Other

We also own 56% of XTAR, LLC (“XTAR"), a joint vente between us and Hisdesat Servicios Estrategicos,
S.A. (“Hisdesat”). XTAR owns and operates an X-baatkllite, XTAR-EUR located at 2ZE.L., which entered
service in March 2005. The satellite is designeprtivide X-band communications services exclusivelynited
States, Spanish and allied government users thoatidghe satellite’s coverage area, including Euydipe Middle
East and Asia. The government of Spain granted XTi§Rs to an X-band license, normally reserved for
government and military use, to develop a commekbeiainess model for supplying X-band capacityupsort of
military, diplomatic and security communicationgu@ements. XTAR also leases up to eight 72 MHza%d
transponders on Spainsat, a Hisdesat owned sateltiited at 30W.L. which entered commercial service in April
2006. These transponders, designated as XTAR-LANGWw XTAR to provide its customers in the U.S. aidoad
with additional X-band services and greater fldiijni XTAR currently has contracts to provide X-lthservices to
the U.S. Department of State, the Spanish Ministipefense, the Belgium Ministry of Defense and Branish
armed forces, but the take-up rate in its serviggioues to be slower than anticipated. For mdi@ination on
XTAR see Note 8 to the Loral consolidated finanstatements.

Reorganization

On July 15, 2003, Old Loral and certain of its sdiasies (the “Debtor Subsidiaries” and collectivalith
Old Loral, the “Debtors”), including Loral Space@ommunications Holdings Corporation (formerly knoasm
Loral Space & Communications Corporation), Lorah&Com Corporation (“Loral SpaceCom”), SS/L andalor
Orion, Inc. (now known as Loral Skynet Corporatidiigd voluntary petitions for reorganization unaapter 11
of title 11 (“Chapter 11”) of the United States @qthe “Bankruptcy Code”) in the U.S. Bankruptcyu@dor the
Southern District of New York (the “Bankruptcy CtiLead Case No. 03-41710 (RDD), Case Nos. 030917
(RDD) through 03-41728 (RDD)) (the “Chapter 11 GaseAlso on July 15, 2003, Old Loral and one &f it
Bermuda subsidiaries (the “Bermuda Group”) filedapial insolvency proceedings in the Supreme Cofirt
Bermuda (the “Bermuda Court”), and, on that ddie,Bermuda Court entered an order appointing cepaitners
of KPMG as Joint Provisional Liquidators (“JPLsH)riespect of the Bermuda Group.

The Debtors emerged from Chapter 11 on Novembe2@15 pursuant to the terms of their fourth amended
joint plan of reorganization, as modified (‘Plan of Reorganization”). The Plan of Reorganizathad previously
been confirmed by order (the “Confirmation Ordesf)the Bankruptcy Court entered on August 1, 2G0Fsuant ti
the Plan of Reorganization, among other thingsptisness and operations of Old Loral were transfieio New
Loral, and Loral Skynet and SS/L emerged as separdisidiaries of reorganized Loral (see Notesd?3ato the
consolidated financial statements).




REGULATION

Satellite Manufacturing
Export Regulation and Economic Sanctions Complic

Commercial communication satellites and certaiatesl items, technical data and services, are dubjec
United States export controls. These laws and atignis affect the export of products and serviodsteign launch
providers, subcontractors, insurers, customergnpial customers, and business partners, as wtillfaseign Loral
employees, foreign regulatory bodies, foreign metidelecommunications authorities and to foreigrspns
generally. Commercial communications satellites egrtiain related items, technical data and senace®n the
United States Munitions List and are subject toAmas Export Control Act and the International Ti@fn Arms
Regulations. Export jurisdiction over these produwatd services resides in the U.S. Departmentaoé SDther Lor:
exports are subject to the jurisdiction of the WD8partment of Commerce, pursuant to the Export iddhimation
Act and the Export Administration Regulations.

U.S. Government licenses or other approvals gdgeralst be obtained before satellites and relatuds,
technical data and services are exported and megdoéred before they are re-exported or transfiefinem one
foreign person to another foreign person. For exanyh.S. Government licenses or approvals genevdlljhave to
be obtained for the transfer of technical data@efénse services between Loral and Telesat Caaadé&yetween
Telesat Canada and its U.S. subsidiaries. Therbeao assurance that such licenses or approvihlsengranted.
Also, licenses or approvals may be granted witlitditions, provisos or other requirements imposethisy
U.S. Government as a condition of approval, whicy raffect the scope of permissible activity undherlicense or
approval.

In addition, if a satellite project involves couas, individuals or entities that are the subjéct o
U.S. economic sanctions (“Sanctions Targets”)rocdrtain situations, is intended to provide s&wito Sanctions
Targets, licenses or other approvals from the Ur&asury Department’s Office of Foreign Assets @uint
(“OFAC”) may also be required. See Item 1A — “Ris&ctors — We are subject to export control and egon
sanctions laws, which may result in delays, lostifess and additional costs.”

Satellite Service
Telecommunications Regulation

As an operator of a global satellite system, Te¢l€sanada is regulated by government authoriti€3ainada,
the United States and other countries in whiclpérates and is subject to the frequency and odiitakcoordination
process of the International Telecommunication dr{isTU"). Telesat Canada’s ability to provide siite services
in a particular country or region is subject alsdhte technical constraints of its satellites,inétional coordination,
local regulation and licensing requirements.

Canadian Regulatory Environment

Telesat Canada’s operations are subject to regualatd licensing by Industry Canada pursuant to the
Radiocommunication Act (Canada) and by the Canaf&udio-Television and Telecommunications Commission
(“CRTC"), under the Telecommunications Act (Canadiajiustry Canada has the authority to issue liegns
establish standards, assign Canadian orbital wtatand plan the allocation and use of the ragguiency
spectrum, including the radio frequencies upon tvfielesat Canada’s satellites and earth statiopsrdie The
Minister responsible for Industry Canada has bdiadretion in exercising this authority to issweefises, fix and
amend conditions of licenses, and to suspend or mxeke them. Telesat Canada’s licenses to opdratanik F
and Nimiq satellites require it to comply with rasgh and development and other industrial and pudgefit
commitments, to pay annual radio authorization,fe@provide all-Canada satellite coverage andtomy with
foreign ownership restrictions.

The Canadian foreign ownership and control regbnist set out in Industry Canada licenses, regnati
under the Radiocommunication Act and in Industryp&a policies require Telesat Canada to be Canatiand
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and controlled within the meaning of those reguoladiand various other provisions of Canadian tehagonications
law and policy.

Industry Canada traditionally licensed satellitdioaspectrum and associated orbital locations firsacome
first-served basis. Currently, however, a compaditicensing process is employed for certain spectresources
where it is anticipated that demand will likely eed supply, including the licensing of fixed-satelservice
(“FSS”) and broadcasting satellite service (“BS&Mital locations and associated spectrum resources
Authorizations are granted for the life of a séellalthough radio licenses (e.g., FSS licensesjenewed annuall
As a result of policy concerns about the continoitgervice and other factors, there is generadifreng
presumption of renewal provided license conditiaresmet.

The Canadian Government opened Canadian sateHitkets to foreign-licensed satellite operatorsaas qf
its 1998 World Trade Organization (“WTQ”) commitnigiio liberalize trade in basic telecommunicatisesvices,
with the exception of direct-to-home (“DTH") telsidbn services that are provided through FSS or BBHities. In
September 2005, the Canadian Government revisedtiflite-use policy to permit the use of forelgensed
satellites for digital audio radio services in CaaaFurther liberalization of the policy may ocemd could result in
increased competition in Canadian satellite mark@tsJune 13, 2007, Industry Canada announced #iesat
would be awarded five new licenses for Canadiagllgatspectrum and rights to the related orbitadipons. At that
time, Industry Canada also announced that anotheadian-licensed satellite operator, Ciel, woulcdarded
seven new spectrum licenses.

The Telecommunications Act authorizes the CRTQtutate various aspects of the provision of
telecommunications services by Telesat Canada thred telecommunications service providers. Sinegpidissage
of the Act in 1993, the CRTC has gradually forbainmoen regulating an increasing number of serviaewiged by
regulated companies. As of March 1, 2000, coindigeéth the end of Telesat Canada’s FSS monopolyanada,
the CRTC abandoned rate-of-return regulation oé3a&i Canada’s FSS services and no longer reqtiteesie
tariffs in respect of these services. Under thesnimregulatory regime, Telesat Canada has pritéxgility subject
to a price ceiling of CAD 170,000 per transpondarmonth on certain full period FSS services offéreCanada
under minimum five-year arrangements. Telesat CasdaBS services offered within Canada are alsgestio
CRTC regulation, but have been treated as distiant its fixed satellite services and facilities dlate, Telesat
Canada has sought and received CRTC approval tdroes agreements relating to the sale of capaditglidNimiq
DBS satellites, including the rates, terms and @@t of service set out therein. Section 28(2bhef
Telecommunications Act provides that the CRTC nilycate satellite capacity to particular broadaasti
undertakings if it is satisfied that the allocatisitl further the implementation of the broadcagtjolicy for Canad:

Telesat Canada was originally established by thee@wnent of Canada in 1969, under the TelesatAt.
part of the Canadian government’s divestiture ®Ehares in Telesat Canada, pursuant to the T&asaida
Reorganization and Divestiture Act (1991), or tledeBat Divestiture Act, Telesat Canada was contirwune
March 27, 1992 as a business corporation undeCémada Business Corporations Act, the Telesat Astrepealed
and the Government sold its shares in Telesat Gahsutler the Telesat Divestiture Act, Telesat Carrathains
subject to certain special conditions and restitti The Telesat Divestiture Act provides thategidlation relating
to the solvency or winding-up of a corporation #gpto Telesat Canada and that its affairs canmetdund up
unless authorized by an Act of Parliament. In addjtTelesat Canada and its shareholders and disecannot
apply for Telesat Canada’s continuation in anofhesdiction or dissolution unless authorized byAart of
Parliament.

United States Regulatory Environment

The Federal Communications Commission, or FCC,ladgsithe provision of satellite services to, fram,
within the United States. Certain of Telesat Carmasgatellites are owned and operated through aubSidiary and
are regulated by the FCC.

Telesat has chosen to operate its US-authorizetliteet on a non-common carrier basis, and consetyyét
is not subject to rate regulation or other commamier regulations enacted under the US CommuicatAct of
1934. Telesat Canada pays FCC filing fees in cdiorewith its space station and earth station @ggilbns and
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annual fees to defray the FCC'’s regulatory expensasual and quarterly status reports must be filittl the FCC
for interstate/international telecommunicationg] aelesat Canada must contribute funds suppottiedg-CC’s
Universal Service Fund, or USF, with respect tgible United States telecom revenues on a quardadyannual
basis. The USF contribution rate is adjusted qugiréend is currently set at 10.2% for the first gaaof 2008. At
the present time, the FCC does not assess USHheditns with respect to bare transponder capdsjigce
segment only agreements).

The FCC currently grants satellite authorizationsadirst-come, first-served basis to applicant®wh
demonstrate that they are legally, technically fimahcially qualified, and where the public interesll be served
by the grant. There are no assurances that apphisawill be granted. Under licensing rules, a bamgst be posted
for up to $3 million when an FSS satellite authatian is granted. Some or the entire amount obtirel may be
forfeited if there is failure to meet any of thel@stones imposed under the authorization (includiiigstones for
satellite construction, launch and commencemenpefations). Under current licensing rules, the F@ICissue
new satellite licenses for an initial 15-year teand will provide a licensee with an “expectancyétth subsequent
license will be granted for the replacement of atharized satellite using the same frequencieshé&iend of the
15 year term, a satellite that has not been reg|amethat has been relocated to another orbitaltion following its
replacement, may be allowed to continue operafiona limited period of time subject to certaintragtions.

Telesat Canada has FCC authorization for one rgi&iiS-licensed satellite which operates in the lKneb
Telstar 12 at 15° WL. In addition, Telesat Canads lRCC authorization for Telstar 11N which will cgte as a
US-licensed satellite in the Ku-band at 37.55° WL.

To facilitate the provision of FSS satellite seegdn C- and Kusand frequencies in the United States ma
foreign licensed operators can apply to have saillites placed on the FCGCPermitted Space Station List. Tele
Canada’s Anik FI, Anik FI-R, Anik F2, and Anik Fatsllites are currently on this list. The FCC Orgkcing Anik
F2 on the list also approved Telesat Canada’s egiin to use Ka-band capacity on this satellitprtavide two-
way broadband communications services in the UrStates.

The United States made no WTO commitment to ogeDTiH, DBS or digital audio radio services to fgre
competition, and instead indicated that provisibthese services by foreign operators would beidensd on a
case-by-case basis, based on an evaluation offdutive competitive opportunities open to Unitei@iSs operators
in the country in which the foreign satellite wacehsed (i.e., an ECO-sat test) as well as othielioimterest
criteria. While Canada currently does not satibfy ECO-sat test in the case of DTH and DBS serthee-CC has
found, in a number of cases, that provision of¢heervices into the United States using Canadamdied satellites
would provide significant public interest benefitsd would therefore be allowed. United States serproviders,
Digital Broadband Applications Corp., DIRECTV andh6Star, have all received FCC approval to accesadlan-
authorized satellites under Telesat Canada’s ddreeind control in Canadian-licensed orbital lomasi to provide
DTH-FSS or DBS service into the United States.

The approval of the FCC for the Telesat Canada#etion was conditioned upon compliance by Telesat
Canada with commitments made to the Departmenigifce, the Federal Bureau of Investigation, aed th
Department of Homeland Security relating to theilabdity of certain records and communicationghe United
States in response to lawful United States lawresfoent requests for such access.

Regulation Outside Canada and the United St

Telesat Canada also operates satellites throughsies granted by countries other than Canada andiitec
States. The Brazilian national telecommunicatiagenay, ANATEL, has authorized Telesat Canada, thindts
subsidiary, Telesat Brasil Capacidade de Satdlids. (TBCS), to operate a Ku-band FSS satellitee Jatellite,
known as Telstar 14 or as Estrela do Sul 1, isaipey at 63° WL pursuant to a Concession Agreemsht
ANATEL. The Concession was issued for a fifteen) {i&ar term that began on May 5, 1999, and is rabénfor a
second fifteen (15) year term. The Concession Agesd obligates TBCS to operate the satellite imatance with
Brazilian telecommunications law and contains psimris to enable ANATEL to levy fines for failure perform
according to the Concession terms. Brazil alscahidsiversal Service Fund (FUST) to subsidize thst ob
telecommunications service in Brazil. The salelidré transponder capacity” in Brazil, however, g TBCS's
primary business, is not considered a telecommtiaitaservice and revenues from such sales are not
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assessable for contributions to the fund. TBC3sis aur legal representative for sale of capaaitylelstar 12 in
Brazil. Any Brazilian entity that wishes to leasel§tar 12 capacity must lease it from TBCS and reayment in
Brazil.

Pursuant to agreements with APT Satellite Holdinigsited (APT), Telesat Canada, through its subsidia
Telesat Asia Pacific Satellite (HK) Limited, hag thully-paid right to use and sublease the capaxifielstar 10
(except for one C-band transponder). Telstar Dpéated by APT which has been granted the righséothe 76.5°
EL orbital location by the Government of Hong KoRggople’s Republic of China. Telesat Canada, throisy
subsidiary Telesat Satellite LP, owns Telstar 18ictv operates at the 138° EL orbital location urateagreement
with APT, which has been granted the right to bee1t38° EL orbital location by The Kingdom of TongdT is
the direct interface with these regulatory bodiecause Telesat Canada gained access to thesd lurtdtions
through a third party (APT), there is greater utaiaty with respect to its ability to maintain assdo these orbital
locations for replacement satellites.

In addition to regulatory requirements governing tise of orbital locations, most countries regulate
transmission of signals to and from, their tersitofelesat Canada has landing rights in more td&hcbuntries
worldwide.

International Regulatory Environme— International Telecommunication Union

The ITU is responsible for allocating the use Hfedéent countries of a finite number of orbital &ions and
radio frequency spectrum available for use by comsiabcommunications satellites. The ITU Radio Ratjans se
forth the processes that governments must folloapaly for and secure rights to use orbital logztiand the
obligations and restrictions that govern such tike. ITU Radiocommunication Bureau (ITU-BR) is respible for
receiving, examining, tracking and otherwise mangdhe applications in the context of the rulesfegh in the
Radio Regulations. The process includes, for exangffirst in time, first in right” system for aggsing rights to
orbital locations and time limits for bringing ofdli locations into use.

In accordance with the ITU Radio Regulations, astabove, the Canadian and other governments have
rights to use certain orbital locations and freques These governments have in turn authorizegsdelCanada to
use several orbital locations and radio frequenciesidition to those used by its current satalliténder the ITU
Radio Regulations, Telesat Canada must begin tisasg orbital locations and frequencies withirnxadiperiod of
time, or the governments in question would losér théority rights and the orbital location and drgencies likely
would become available for use by another satedfierator.

The ITU Radio Regulations also govern the procassl by satellite operators to coordinate their afj@ns
with other nearby satellites, so as to avoid hatinterference. Under current international pragtisatellite systen
are entitled to protection from harmful radio fregay interference from all other satellite systema other
transmitters in the same frequency band only ifojperator’s authorizing government registers thtalrlocation,
frequency and use of the satellite system in th&dMaster International Frequency Register, or RIIEach
member state is required to give notice of, co@tdirand register its proposed use of radio frequaasignments
and associated orbital locations with the ITU-BRislensures that there is an orderly process tonatmdate each
country’s orbital location needs.

Once a member state has advised the ITU-BR thlasites to use a given frequency at a given orbital
location, other member states notify that statethedTU-BR of any use or intended use that would conflithwhe
original proposal. These nations are then obligadategotiate with each other in an effort to camatke the
proposed uses and resolve interference conceral olfitstanding issues are resolved, the memhbgr st
governments so notify the ITU-BR, and the frequensy is registered in the MIFR. Following this fioétion, the
registered satellite networks are entitled underivational law to interference protection from sedpent or
nonconforming uses. A state is not entitled to kesthe protections in the ITU Radio Regulationsiagteharmful
interference if that state decided to operate ellgatat the relevant orbital location without cpleting the
coordination and notification process.

In the event disputes arise during the coordingtimtess or thereafter, the ITU Radio Regulationsat
contain a mandatory dispute resolution mechanisen@nforcement mechanism. Rather, the rules iavite
consensual dispute resolution process for pauiesach a mutually acceptable agreement. Neitleerules nor
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international law provide a clear remedy for a parhere this voluntary process fails. Some of Tal€sanada’s
satellites have been coordinated and registertteiMIFR and therefore enjoy priority over all laféded requests
for coordination and any non-conforming uses. leotases, entry into the MIFR is still pending.i@lihe ITU
Radio Regulations, however, set forth proceduresefsolving disputes, as a practical matter, tieereos mandatory
dispute resolution and no mechanism by which toreefan agreement or entitlement under the rules.

Although non-governmental entities, including Tele€anada, participate at the ITU, only national
administrations have full standing as ITU memb€ansequently, Telesat Canada must rely on the gowant
administrations of Canada, the United States, Bréahga, China and the United Kingdom (respectiviidustry
Canada, the FCC, ANATEL, the Tonga administratoRCOM and MII through APT) to represent its intésdn
those jurisdictions, including filing and coordimag orbital locations within the ITU process witketnational
administrations of other countries, obtaining nebital locations and resolving disputes throughdbesensual
process provided for in the ITU’s rules.

PATENTS AND PROPRIETARY RIGHTS

Satellite Manufacturing

SS/L relies, in part, on patents, trade secretskand-how to develop and maintain its competitiosigion.
It holds 190 patents in the United States and ppbkcations for six patents pending in the UnitedtSs. SS/L
patents include those relating to communicatiotagion keeping, power control systems, antennterdiand
oscillators, phased arrays and thermal controlelsag assembly and inspection technology. The $&ténts that
are currently in force expire between 2008 and 2024

Satellite Service

Telesat Canada has 13 patents, all in the UnitegtStThese patents expire between 2016 and 28Risat
Canada also has 10 patents pending, of which fevénahe United States and three are in Canada.

There can be no assurance that any of the foreg@nding patent applications will be issued. Moexov
there can be no assurance that infringement ofiegithird party patents has not occurred or wait accur.
Additionally, because the U.S. and Canadian patpplication process is confidential, there can ®assurance th
third parties, including competitors, do not haatents pending that could result in issued patghtsh we or
Telesat Canada would infringe. In such event, taioka license from a patent holder, royalties Wdwve to be
paid, which would increase the cost of doing bussn®oreover, in the case of SS/L, it would be neglto refund
money to customers for components that are noblis@a a result of such infringement or redesigpibducts in a
manner to avoid infringement. SS/L may also be iregwinder the terms of its customer contractademnify its
customers for related damages.

RESEARCH AND DEVELOPMENT
Satellite Manufacturing

SS/L’s research and development expenditures ievible design, experimentation and the developnfent o
space and satellite products. Research and devetdprosts are expensed as incurred. SS/L's resaatth
development costs were $37 million for 2007, $20iomi for 2006 and $7 million and $5 million foretperiods
January 1, 2005 to October 1, 2005 and from Octap2005 to December 31, 2005, respectively, aadratuded
in selling, general and administrative expenses.

Satellite Service

Telesat Canada’s research and development expeggléte incurred for the design, experimentatiah an
development of space and satellite products. Tih@siacludes the development of new satellite aailons for botl
broadcast and enterprise services segments. Qxvéaghseveral years, Telesat Canada has undettdtenals to
provide telecommunication services and applicattoremote and under-served areas, to evaluatdearalop
broadband group technologies and to study advasetedlite system designs. It continues to resediaiyv
technology and evaluate technology on behalf ofttegld Broadcast Union. As a result, Telesat Cartada
established an international reputation as a leiadeoth broadband and broadcast technologies ppiications.
Telesat Canada’s research and development expexifar the two month period ended December 317 20€re
approximately $500,000.
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FOREIGN OPERATIONS

Loral’s sales to foreign customers, primarily ini@sEurope, Canada and Mexico represented 20%, 13%,
14% and 18% of our consolidated revenues for tlaesyended December 31, 2007 and 2006, for thedgBom
October 2, 2005 to December 31, 2005 and for thieghérom January 1, 2005 to October 1, 2005, retpely.

Satellite Manufacturing

SS/L’s sales to foreign customers, primarily inddturope, Canada and Mexico, represented 16%8%6,
and 9% of SS/L revenues for the years ended DeaeBih@007 and 2006, for the period from Octobe2(@5 to
December 31, 2005 and for the period from Janua®pQ5 to October 1, 2005 , respectively. As of@eber 31,
2007 and 2006, substantially all of our long-livassets were located in the United States. Seellfer Risk
Factors below for a discussion of the risks relatedperating internationally. See Note 18 to thesolidated
financial statements for detail on our domestic fmdign sales.

Satellite Service

Telesat Canada’s sales to non-U.S. customers, piyniraCanada, Asia, Europe and Latin America
represented 69% of its consolidated revenues &tvilo month period ended December 31, 2007. At Déee 31,
2007, substantially all of its lonlied assets were located outside of the UniteteSt@rimarily in Canada, with tl
exception of in-orbit satellites.

EMPLOYEES

As of December 31, 2007, Loral had approximately@,full-time employees and approximately 200
contract employees, none of whom are subject teaote bargaining agreements. Almost all of theefming
employees are employed in the satellite manufagjusegment. We consider our employee relationg tgood.

As of December 31, 2007, Telesat Canada had 6R#irhd employees, approximately 3% of whom are
subject to collective bargaining agreements. Tél€saada considers its employee relations to bd.goo
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AVAILABLE INFORMATION

Our annual report on Form 10-K, quarterly reportd=orm 10-Q, current reports on Form 8-K, and
amendments to those reports are available withwarige on our web site, www.loral.com, as soon asaeably
practicable after they are electronically filedwitr furnished to the Securities and Exchange Casiomn. Copies ¢
these documents also are available in print, witlcbarge, from Loral’s Investor Relations Departtné00 Third
Avenue, New York, NY 10016. Loral’s web site isiaactive textual reference only, meaning that tifermation
contained on the web site is not part of this repod is not incorporated in this report by refeen

Iltem 1A. Risk Factors

I. Financial and Telesat Canada Investment Risk Factar
We emerged from Chapter 11 in 2005 and have had astory of losses.

Since emerging from bankruptcy, we have had atyisiblosses and expect such losses to contintleein
near term. We incurred net losses of approxima8% million (not including the gain on the contriimn of Loral
Skynet to Telesat Canada and related derivativesgzi$194 million, and the tax effect of $78 nail), $23 million
$15 million and $59 million (not including the gaim discharge of pre-petition obligations and frstdrt
adjustments of $1.101 billion and the related edeexpense of $13 million and a tax benefit of $iltion) for the
years ended December 31, 2007 and 2006, for thedpieom October 2, 2005 to December 31, 2005 andHe
period from January 1, 2005 to October 1, 2005eetvely. See “Management’s Discussion and Analgéi
Financial Condition and Results of Operatiorihere can be no assurance that Loral will achiegétpbility in the
near future.

While we ended December 31, 2007 with over $300 hah of cash, we have significant projected cash
requirements that will substantially reduce our cab position.

While we had $315 million of available cash andhceguivalents and $24 million of restricted caslbfas
December 31, 2007, our operations, working capéglirements, planned capital expenditures, taxgays
primarily relating to the Telesat Canada transactind strategic investments are projected to coasuhstantially
all of that cash by year end 2008. We will be reggiito obtain new financing, either in the forndebt or equity, to
increase our cash availability. In light of curremarket conditions, there can be no assurancevinatill be able to
obtain such financing on favorable terms, if atlilve are not successful in obtaining such finaggcour ability to
manage unforeseen cash requirements, to meet gentiies and to fund growth opportunities will betenially and
adversely affected. In the past, our ability toadbsatellite contract awards has depended inguaour ability to
provide vendor financing to or to make investmeémtsur customers. If we can no longer continuedsd because
of our cash constraints, SS/L’s business will beéemially and adversely affected.

We are a holding company with no operations; we ardependent on cash flow from our operating subsidiges
and affiliates to meet our financial obligations.

Loral Space & Communications Inc. is a holding campwith three primary assets, its equity inter@stts
wholly-owned subsidiary, SS/L, and its affiliatdglesat Canada and XTAR. We have no independemnatiges or
operating assets. The ability of SS/L, Telesat Garemd XTAR to make payments or distributions tomtsether as
dividends or as payments under applicable managesgeeements or otherwise, will depend on theirajiey
results, including their ability to satisfy theiwn cash flow requirements and obligations includinghout
limitation, their debt service obligations. Moreoveovenants contained in the loan agreements tined debt
instruments of Telesat Canada impose substamtiéhlions on its ability to remit funds to us. Eviéthe applicable
loan covenants would permit Telesat Canada to pageshds to us, we will not have the ability to saurelesat
Canada to do so. See below “While we own 64% oéJal Canada on an economic basis, we own only 8% of
its voting stock and therefore do not have thetrigtelect or appoint a majority of its Board ofr&itors."Likewise,
any dividend payments by XTAR would require theopdonsent of our Spanish partner in the joint vemt

While we are earning a management fee of $5 miligrear from Telesat Canada, this amount represents
substantial reduction from the approximately $10iom in management fees and reimbursement of atkat
corporate overhead costs that Loral Skynet paicgstm 2006, the last full calendar year prior te ttosing of the
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Telesat Canada transaction. Telesat Caisddah documents permit this management fee froesaitCanada to t
paid to us only in the form of notes, with such fieoming payable in cash only at such time th&se¢ Canada
meets certain financial performance criteria sghfn the loan documents, which criteria we do exjiect Telesat
Canada to be able to meet in the near term.

While we own 64% of Telesat Canada on an economi@$is, we own only 33/ 3% of its voting stock and
therefore do not have the right to elect or appoint majority of its Board of Directors.

Because of Canadian foreign ownership restrictiatisle we own 64% of the economic interests of $ate
Canada, we hold only 33 3% of its voting interests and cannot hold additiormding power in Telesat Canada
absent a change in law. The governance and managefrieelesat Canada is vested in its ten-membeardof
Directors, comprised of three Loral appointed divex; three PSP appointed directors and four inuldret
directors, two of whom also own Telesat Canadaeshaith nominal economic value and 30% ard €% of the
voting interests for Telesat Canada directors,aetiyely. While we own a greater voting interesTelesat Canada
than any other single stockholder with respectaotmn of directors and we and PSP, which owns 80te
voting interests for directors and 863 % of the voting interests for all other mattergether own a majority of
Telesat Canada’s voting power, circumstances meyroghere our interests and those of PSP divergeeoin
conflict. In that case, PSP, with the agreemeratt ¢éast three of the four independent directorg, reabject to veto
rights that we have under Telesat Canada'’s shatetshgreement, cause Telesat Canada to takesactintrary to
our wishes. These veto rights are however, limitecertain extraordinary actions — for example, itfearrence of
more than $100 million of indebtedness or the pasetof assets at a cost in excess of $100 millmmeover, our
right to block these actions under the shareholdgresement falls away if either (i) ownership ontrol, directly or
indirectly by Dr. Mark H. Rachesky (President of RHrund Management LLC, or MHR, which, through its
affiliated funds is our largest stockholder) of @oting stock falls below certain levels or (iietie is a change in the
composition of a majority of the members of Lorddsard of directors over a consecutive two-yeaioger

Our equity investment in Telesat Canada may be atisk because Telesat Canada is highly leveraged.

At December 31, 2007, Telesat Canada had outstamntilebtedness of CAD 2.9 billion and additional
borrowing capacity of CAD 271 million under its mving facility and its term loan facilities, based a
U.S. dollar/Canadian dollar exchange rate of $TAM .9881. Approximately CAD 2.2 billion of thisted
borrowing capacity is secured debt that is sechyesubstantially all of the assets of Telesat Canatis
indebtedness represents a significant amount ebitediness for a company the size of Telesat Caiaéa.
agreements governing this indebtedness imposeutume financing agreements entered into by Tel€saiada are
likely to impose, operating and financial restoct$ on its activities. These restrictions on Tel€madas ability to
operate its business could seriously harm Teleaat@a’s business by, among other things, limitiegbility to
take advantage of financing, merger and acquisdiwhother corporate opportunities, which coultinre adversely
affect the value of our investment in Telesat Canad

All of Telesat Canada’s indebtedness at Decembg2(®17 bears interest at variable rates. If marketest
rates were to rise, this would result in highertdssdvice requirements. To alleviate a portionhis tisk, Telesat
Canada has entered into interest rate swaps cory$800 million of its floating U.S. dollar debhé CAD
630 million of its Canadian dollar debt into fixeate debt for periods extending into 2010 and 20¢lesat Canada
also plans to convert its bridge loan facilitie®ifixed rate securities in 2008. There can bessunce, however,
that it will be able to do so.

A breach of the covenants contained in any of Bl€anada loan agreements, including without limitati
a failure to maintain the financial ratios requirgder such agreements, could result in an evesefadult. If an
event of default were to occur, the lenders woddble to accelerate repayment of the related tedebss, and it
may also trigger a cross default under other Telgaaada indebtedness. If Telesat Canada is ut@bdpay its
secured indebtedness when due (whether at theitgatate or upon acceleration as a result of audgfahe lender
will have the right to proceed against the collaltgranted to them to secure such indebtednesshwbinsists of
substantially all of the assets of Telesat Canadaita subsidiaries. Telesat Canadability to make payments on,
repay or refinance its debt, will depend largelpmijis future operating performance. In the evhat Telesat
Canada is not able to service its indebtednesse theuld be a material adverse effect on the vafuir equity
investment in Telesat Canada.
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Telesat Canada also has CAD 141 million of 7% gemieferred stock that may be redeemed by the holde
thereof commencing October 31, 2019, which prefesteck enjoys rights of priority over the Tele€atnada equil
securities held by us.

There can be no assurance that Telesat Canada wilé able to fully implement planned cost savings, vith
will adversely affect our investment.

In arriving at the purchase price that we agregubtpfor Telesat Canada, we assumed that we wauble
to implement a significant reduction in costs byntining the operations of Telesat Canada and LSikghet.
Achieving the anticipated benefits of the Telesah&@la transaction will depend in part upon whetlebesat
Canada and Loral Skynet can integrate their bus@®ei an efficient and effective manner. Therelno
assurance that this integration will be succes#fdidiled integration would likely result in a mad adverse effect
on Telesat Canada’s results of operations, busprespects and financial condition, which in turould have a
material adverse effect on us.

Certain asset sales by Telesat Canada may triggeraterial adverse tax consequences for us.

Upon completion of the Telesat Canada transacivengeferred a tax gain of approximately $300 millio
arising from the contribution by Loral Skynet tol@gat Canada of substantially all of its assetsraladed liabilities
However, if Telesat Canada were to sell or othexwlispose of substantially all of such contribudedets in a
taxable transaction prior to November 1, 2012, weilal be required to recognize this deferred gaih wétroactive
effect to 2007, resulting in additional tax liahjlto us of approximately $115 million plus intereBelesat Canada
has agreed that prior to November 1, 2012, witlooutprior consent, it will not dispose of assetsgihg a value,
whether individually or in the aggregate, in exces$50 million if such disposition would, in ougasonable
determination, result in an adverse tax consequengs. If we were to exercise this veto right anevent Telesat
Canada from consummating such an asset sale, jthoasever, adversely affect the value of our inwestt in
Telesat Canada.

The Telesat Canada information in this report is baed solely on information provided to us by Telesat
Canada.

Because we do not control Telesat Canada, we dbawetthe same control and certification processts
respect to the information contained in this reporour satellite services segment that we havéhforeporting on
our satellite manufacturing segment. We are al$dnvolved in managing Telesat Canada’s day toajagrations.
Accordingly, the Telesat Canada information coredim this report is based solely on informatioovidled to us b
Telesat Canada and has not been separately vesified.

Our U.S. dollar reporting of Telesat Canada’s finamial results will be affected by volatility in the
Canadian/U.S. dollar exchange rate.

Loral reports its investment in Telesat Canada.i®®.dollars while Telesat Canada reports its firemesults
in Canadian dollars. Loral reports its investmentélesat Canada using the equity method of acoaums a
result, Telesat Canada’s results of operationsheilbubject to conversion from Canadian dollatd.®. dollars.
Changes in the U.S. dollar relationship to the @aradollar will affect how the financial results they relate to
Telesat Canada are reported in our financial stésn

We may in the future incur significant additional indebtedness, thereby making us more vulnerable talserse
developments.

There are currently no restrictions on the abdfysS/L to incur additional indebtedness, and withiketerms
of the February 2007 Loral preferred stock finagaiarrently and may in the future effectively piahborrowing
at the Loral parent company level, such limitatioas be waived by MHR. As a result, we may be &blacur
significant additional debt in the future. As dissad above, we will be seeking additional finan¢mgncrease our
cash availability, which may take the form of neebt If new debt is added, such indebtedness wimpdse
restrictive covenants, which may include requiretsén maintain certain financial ratios. If we imaignificant
additional indebtedness, we would be more vulnerahlamong other things, adverse changes in deseyaomic,
industry and competitive conditions.
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XTAR has not generated sufficient revenues to meall of its contractual obligations, which are subsntial.

XTAR's take-up rate in its service has been slothian anticipated. As a result, it has deferrecagert
payments owed to us, Hisdesat and Telesat Canadiadling payments due under an agreement with Hide
lease certain transponders on the Spainsat satdlliese lease obligations were $13.2 million i@72@rowing to
$23 million per year in 2008 with increases theterab a maximum of $28 million per year through #nd of the
useful life of the satellite. As of December 31020XTAR's lease payables to Hisdesat were $1518omi While
Hisdesat has agreed to defer amounts owed to @ruhib lease agreement, XTAR’s lease obligatiorsisdesat,
which will aggregate over $356 million over theelibf the satellite, are substantial, especiallygint of XTAR'’s
limited revenues to date. XTAR has agreed that robg$ excess cash balance would be applied tcsvaaking
limited payments on these lease obligations, abaggbayments of other amounts owed to HisdesaT atesat
Canada in respect of services provided by themTtARX Unless XTAR is able to generate a substaim@akase in
its revenues, these lease obligations will conttougccrue and grow, which may result in a matena adverse
effect on our equity interests in XTAR.

Significant changes in discount rates, actual invésent return on pension assets and other factors ol affect
our statement of operations, equity and pension carbutions in future periods.

Our statement of operations may be positively gatigely affected by the amount of expense we éar
our pension and other postretirement benefit pl@esierally accepted accounting principles (GAARhm United
States of America require that we calculate expéorsthe plans using actuarial valuations. Thedeations reflect
assumptions that we make relating to financial retakd other economic conditions. Changes in kep@uic
indicators can result in changes in the assumpti@nase. The most significant year-end assumptisesd to
estimate pension or other postretirement expenghddollowing year are the discount rate, theested long-term
rate of return on plan assets and expected futediaal inflation. In addition, we are required take an annual
measurement of plan assets and liabilities anldeatime of the measurement, we may be requireakio a
significant charge to equity through a reductiomtivzer comprehensive income. For a discussion d@ggahow our
financial statements can be affected by pensiorogimel postretirement plan accounting policies, see
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations — Critical Ageting
Matters — Pensions and other employee benefitaring 2007, there were no employer contributiceguired to b
made to the pension plan. In September 2006, loaale the minimum required contribution of $2.3 imilland
made an additional voluntary contribution to thegien plan of $25.2 million. The additional voluntaontribution
was made to improve the funded status of the pergan and to reduce future expected contributibusing 2008
based upon current estimates, we expect to coterdpproximately $34 million to the qualified pestsplan and
expect to fund approximately $4 million for othengloyee post-retirement benefit plans. The amoahtsr
contributions in the future will depend, among ottiengs, on the key economic factors underlyirngsth
assumptions.

II. Segment Risk Factors
* Risk Factors Associated With Satellite Manufacing
The satellite manufacturing market is highly compeitive and fixed costs are high.

SS/L competes with several large, well-capitalizethpanies such as Lockheed Martin, Boeing and &rbit
Sciences in the United States, Thales Alenia SpadeEADS Astrium in Europe and Mitsubishi Electdiorp. in
Japan, nearly all of which are larger and bettpitaized than we are. SS/L may also face competiti the future
from emerging low-cost competitors in India, Rusaia China. The number of annual satellite manufag
awards varies and is difficult to predict. In adafit U.S. satellite manufacturers must contend wiport control
regulations that put them at a disadvantage wherpeting for foreign customers. Moreover, as a tesubur
acquisition of Telesat Canada, SS/L may experigliffeulty in obtaining orders from certain custoreengaged in
the satellite services business who compete wélttimbined Telesat Canada/Loral Skynet businessfi@uncial
performance is dependent on SS/L’s ability to gateea sustainable order rate and to continue tease its
backlog. The satellite manufacturing industry haféesed from substantial overcapacity worldwide domumber of
years, resulting in extreme competitive pressurpraging terms and other material contractual te!
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such as those allocating risk between the manufarctund its customers. Buyers, as a result, hag¢headvantage
over suppliers in negotiating prices, terms andd@@ns resulting in reduced margins and increassilimptions of
risk by SS/L.

SS/L is a large-scale systems integrator, requaitayge staff of highly-skilled and specializedridforce, as
well as specialized manufacturing and test faesiin order to perform under its satellite constamccontracts. In
order to maintain its ability to compete as on¢hefleading prime contractors for technologicatlyanced space
satellites, SS/L must continuously retain the sEviof a core group of specialists in a wide variétdisciplines for
each phase of the design, development, manufaatar¢esting of its products, thus reducing SS/lgzgibility to
take action in the event of a slowdown or downiurits business.

SS/L's contracts are subject to adjustments, coswerruns, risk of non-payment and termination.

SS/L’s major contracts are firm fixed-price contsagnder which work performed and products shipged
paid for at a fixed price without adjustment fotuad costs incurred. While cost savings under tliese-price
contracts result in gains to SS/L, cost increasssltin reduction of margins or losses, bornelgdig SS/L. Under
such contracts, SS/L may receive progress paymanitsiay receive partial payments upon the attaint of
certain program milestones. If performance on tmaestones is delayed, SS/L’s receipt of the cpoading
payments will also be delayed. As the prime contra&SS/L is generally liable to its customer fostoverruns,
schedule delays and other non-performance by SSilppliers, which may be largely outside of itsteoln

Non-performance can increase costs and subjectt®S$famage claims from customers and termination of
the contract for SS/L’s default. A failure by SSd deliver a satellite to its customer by the sfiedidelivery date,
which may result from factors beyond SS/L’s contsnich as delayed performance or non-performands by
subcontractors or failure to obtain necessary govental licenses for delivery, would also be hatrtdl8S/L. As a
general matter, in such event, SS/L’s failure tiivde beyond any contractually provided grace permuld result
in the incurrence of liquidated damages by SS/lictwmay be substantial, and if SS/L is still unathdiver the
satellite upon the end of the liquidated damage®gpethe customer will generally have the righteéaminate the
contract for default. If a contract is terminated default, SS/L would be liable for a refund otamer payments
made to date, and could also have additional ltglfidr excess re-procurement costs and other damengurred by
its customer, although SS/L would own the satellitder construction and attempt to recoup any fofgeugh
resale to another customer. A contract termindtonlefault could have a material adverse effecB8¢L and us.

In addition, many of SS/L’s contracts may be teratéal at will by the customer or the prime contradio
the event of such a termination, SS/L is normatiitked to recover the purchase price for delivatenhs,
reimbursement for allowable costs for work in psxand an allowance for profit or an adjustmentdss,
depending on whether completion of the project wdwdve resulted in a profit or loss.

Moreover, some of SS/L’s contracts require SS/prtavide vendor financing to its customers or, more
customarily, for customers to pay a portion of poechase price for the satellite over time sukjegterformance of
the satellite, i.e., orbital payments, or a comtiameof these terms. In some cases, these arramgs@e provided
to customers that are start-up companies or corapamithe early stages of building their busineséeof
December 31, 2007, SS/L had recorded orbital reabég of $135 million, of which $25 million was fmo
start-up or early stage companies. There can lassurance that these companies or their busineditbs
successful and, accordingly, that they will be dbl&ilfill their payment obligations under thertracts with SS/L

SS/L’s accounting for long-term contracts requadgistments to profit and loss based on estimatgsad
during the execution of the contract. These adjestmmay have a material effect on our consolidfitechcial
position and our results of operations in the gknowhich they are made. The estimates givingtoshese risks,
which are inherent in long-term, fixed-price contsa include the forecasting of costs and schedotagract
revenues related to contract performance and ttemfial for component obsolescence due to procunéeforg
before assembly.
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SS/L may forfeit payments from customers as a resubf satellite failures or losses after launch or rmy be
liable for penalty payments under certain circumstaces, and these losses may be uninsured.

Most of SS/L5 satellite manufacturing contracts provide thatsof the total price is contingently payabl
“incentive” payments earned over the life of theellite, subject to satellite performance. SS/Leyatly does not
insure for these incentive payments (also knoworbial payments) and in some cases agrees withu#fomers ne
to insure them.

SSI/L records the present value of orbital paymastevenue during the construction of the satefif/L
generally receives the present value of these tiveepayments if there is a launch failure or &f@ caused by
customer error. SS/L forfeits some or all of thpagments, however, if the loss is caused by sttédlilure or as a
result of its own error. As of December 31, 2003/LShad orbital receivables of $135 million to leeeived over
15 years from launch. Since these orbital receasbbuld be affected by future satellite perforneaticere can be
no assurance that SS/L will be able to collecbah portion of these receivables. See above “SJbntracts are
subject to adjustments, cost overruns, risk of papment and termination.”

Some of SS/L’s contracts call for arbit delivery, transferring the launch risk to ES3S/L generally insurt
against that exposure. In addition, some of SSéiontracts provide that SS/L may be liable tostauer for penalt
payments under certain circumstances, includirgdativery or that a portion of the price paid bg tustomer is
subject to “warranty payback” in the event satellihomalies were to develop (see Note 17 to theatioiated
financial statements). These contingent liabilifes not insured by SS/L. We have recorded resémvasr financia
statements based on our current estimates of S&Artanty liabilities. There is no assurance tHBL.% actual
liabilities to its customers in respect of theserasmty liabilities will not be greater than the amo reserved for.

Some satellites built by SS/L, including three saliites operated by Telesat Canada, have experiencednor
losses of power from their solar arrays.

Twenty-three satellites built by SS/L have expareghminor losses of power from their solar arrdysere
can be no assurance that one or more will not éatpeg an additional power loss that could leadltisa of
transponder capacity and performance degradatigrarflal or complete loss of a satellite could tesuan
incurrence of warranty payments by, or a loss bftafrincentive payments to, SS/L. SS/L has inwiduemedial
measures that it believes will prevent similar anbes from occurring on satellites under constarctr in
development. For further details see Note 17 tatmsolidated financial statements.

Some satellites built by SS/L have the same desiga another SS/L-built satellite that has experiencka
partial failure.

In November 2004, Intelsat Americas 7, an SS/Ltlaatellite, experienced an anomaly which caustm it
completely cease operations for several days béfaras partially recovered. Four other satellitggnufactured by
SS/L for other customers have designs similar tel$at Americas 7 and, therefore, could be suddep similar
anomalies in the future. A partial or complete loSthese satellites could result in an incurresfcearranty
payments by SS/L aggregating up to $6 million.

We are subject to export control and economic sanicins laws, which may result in delays, lost businesnd
additional costs.

SS/L is required by the U.S. State Department tainlicenses and enter into technical assistance
agreements to export satellites and related equipraad to disclose technical data to foreign pesstn addition, i
a satellite project involves countries, individualsentities that are the subject of U.S. econ@aitctions, which w
refer to here as Sanctions Targets, or is intetal@dovide services to Sanctions Targets, licens@&sher approvals
from the U.S. Treasury Department’s Office of FgreAssets Control or OFAC, may be required. Thekd
receipt of or the failure to obtain the necessal§.Government licenses, approvals and agreemexytprohibit
entry into or interrupt the completion of a satellcontract by SS/L and could lead to a customierisination of a
contract for SS/L default, monetary penalties anthie loss of incentive payments. We have in thet fadled to
obtain the export licenses necessary to delivetlgas to our Chinese customers.

21




Some of our customers and potential customersgaidtth insurance underwriters and brokers, havserhi
concerns that U.S. export control laws and regutatiexcessively restrict their access to infornmagibout the
satellite during construction and on-orbit. OFAEElsing requirements for transfers of controll@thtécal data to
customers or operators whose minority investorlidee Sanctions Targets may also delay or restuicgbility to
contract with such groups. OFAC prohibitions agaihe exportation of services to Sanctions Targetbe
“facilitation” of third-country nationals’ transdohs with Sanctions Targets may also limit certaiisiness
opportunities. To the extent that our non-U.S. cetitprs are not subject to these export contr@camomic
sanctions laws and regulations, they may enjoynapatitive advantage with foreign customers, andhéoextent
that our foreign competitors continue to gain maskeare, it could become increasingly difficult tbe U.S. satellit
manufacturing industry, including SS/L, to recaptthis lost market share. For example, one of amofgean
competitors, Thales Alenia Space, is offering “IT#iRe” telecommunications satellites, that contain no comept:
obtained from United States sources who are sutgdbe export limitations imposed by the U.S. ITARgime.
Customers concerned over the possibility that ti& government may deny the export license neoefmaS/L
to deliver to them their purchased satellite, @rstrictions or delays imposed by the U.S. gavemnt licensing
requirements even where an export license is gitamay elect to choose an “ITAR-free” satellite oaa SS/L
satellite. We are further disadvantaged by thetfattan “ITAR-free” satellite can be launched be substantially
cheaper Chinese Long March rocket, a rocket tleiabse of ITAR restrictions, is not available tdL.S& other
suppliers subject to ITAR restrictions.

The recent trend toward industry consolidation in the satellite services industry may adversely affects; we
do not control satellite procurement decisions at &lesat Canada.

The recent industry consolidation trend has redutighe formation of satellite operators with dezesatellite
resources and increased coverage. This consolidat&y reduce demand for new satellite construa®operators
may need fewer satellites in orbit to provide bapkeoverage or to rationalize the amount of capauitilable in
certain geographic regions. It may also resultnoentrating additional bargaining power in thedsaof large
customers, which could increase pressure on pragother contractual terms.

In the past, Loral Skynet has purchased all cfatsllites from SS/L. We do not, however, contedefite
procurement decisions at Telesat Canada, and ¢herbe no assurance that Telesat Canada will psecdditional
satellites from SS/L. Moreover, any decision relgtio the enforcement of existing or future sateltiontracts
between Telesat Canada and SS/L will be made os k@mgth terms and, in certain cases, subjectpooapl by the
disinterested directors of Telesat Canada.

The availability of qualified personnel and facility space may be limited; SS/L will incur significantcosts to
upgrade or expand its facility.

SS/L has won a number of satellite constructionrdsaver the last few years and, as a resultaitglbg ha:
expanded significantly. In order to complete camndgion of all the satellites in backlog and to anoeodate future
growth, SS/L is modifying and expanding its exigtmanufacturing facilities and coordinating witlrdhparties for
additional high-bay satellite integration and fesilities. SS/L is seeking, under this expansitampto
accommodate as many as 13 satellite awards pedgpanding on the complexity and timing of the #pec
satellites awarded and to provide greater in-houseufacturing of RF components and subassembliés. T
expansion which includes the use of third partgitéfcapacity and the upgrading of existing SStelste test
operations and RF assembly and test operationstilmated to require total incremental capital exiteires of
approximately $30 million. There can be no assugdhat SS/L will be able to hire enough employetitk the
requisite skills and training or acquire suitalaeility space and, accordingly, SS/L may not be ablperform its
contracts as efficiently as planned or grow itsitess to the planned level.

SSI/L is subject to credit risks with respect to ceain of its customers.

Historically, SS/L’s customers have been primaahkge multinational corporations and U.S. and fgmei
governments for which the creditworthiness was ghyesubstantial. In recent years, however, S&& &ddded
commercial customers that are highly leveragesyedsas those in the development stage that anepartially
funded. If these customers are unable to meet plagiment obligations to SS/L under their constarctiontracts,
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SS/L may be materially and adversely affected.hBoextent that SS/L has provided vendor finanainguch
customers, its financial exposure is further insesh

SS/L relies on certain key suppliers whose failurer delay in performance would adversely affect us.

To build its satellites, SS/L relies on supplies@me of whom are competitors of SS/L, to provideith
certain component parts. The number of suppligpaltie of providing these components are limited, iarsome
cases, the supplier is in a sole source positisedapon the unique nature of its product or custaequirement to
procure components with proven flight heritage wehear possible. These suppliers are not all largd;eapitalizec
companies, and to the extent they were to expegiinancial difficulties, their ability to timelyadiver to SS/L
components that satisfy SS/L’s customer contracpetifications could be impaired. In the pastL.3S/
performance under its construction contracts wltustomers has been adversely affected becaassupiplier's
failure or delay in performance. As discussed ahoder “— SS/L’s contracts are subject to adjustsiezost
overruns, risk of non-payment and terminaticafailure by SS/L to meet its contractual deliveegiuirements cou
well give rise to liquidated damage payments by.S®d/or a customer’s termination of its constrmictcontract
with SS/L for default.

We face risks in conducting business international

For the year ended December 31, 2007, approxima6ty of SS/L’s revenue was generated from customers
outside of the United States. SS/L could be harfimeghcially and operationally by changes in forerggulations
and telecommunications standards, tariffs or taxesother trade barriers that may be imposed meitdces or by
political and economic instability in the countriaswvhich it conducts business. Almost all of SS/tbntracts with
foreign customers require payment in U.S. dollansl customers in developing countries could haffieuality
obtaining U.S. dollars to pay SS/L due to curreexghange controls and other factors. Exchangditateiations
may adversely affect the ability of SS/L customerpay in U.S. dollars. If SS/L needs to pursualegmedies
against its foreign business partners or custonitarsgy have to sue them abroad where it coulditiieut for SS/L
to enforce its rights.

* Risk Factors Associated With Satellite Services

Telesat Canada derives a substantial amount of itevenues from only a few of its customers. A losg$ one or
more of these major customers, or a material adveeschange in any of such customer’s business, could
materially reduce its revenues and backlog.

Telesat Canada’s top five customers, which incBe ExpressVu and Star Choice, account for 40%sof
revenues for the period October 31, 2007 to Dece®be2007, and 83% of its backlog at Decembe280y. Any
of these major customers could refuse to renew togitracts or could seek to negotiate concesslbits.customer
experience a downturn in their business, thes@mests may find themselves in financial difficulti@sconsolidate,
which could result in their ceasing or reducingrtlise of Telesat Canada’s services or becominglarta pay for
services which they had contracted to buy. Addélyn Bell ExpressVu is a part of BCE. Since TetdSanada is r
longer affiliated with BCE, there can be no assoeathat Bell ExpressVu will continue using TeleSanhada’s
services after the expiration of its current cott8ar continue to increase its use of Telesat @anaervices
consistent with its past practice. In addition, BIGES entered into a definitive agreement to beiesd|by an
investor group. Following its sale, BCE will alse bighly leveraged, which may adversely affecaitd its
subsidiaries’ ability to perform their contractadlligations, including Bell ExpressVu’s paymentightions to
Telesat Canada under its customer contracts. Aofoasnajor customer would have a material adveffget on
Telesat Canada’s results of operations, businesppects and financial condition, which would imtadversely
affect us.

Launch delays or failures may result in delays in perations.

Delays in launching satellites are not uncommonrasdlt from construction delays, the unavailapitit
appropriate launch vehicles, launch failures ameiotactors. Delays in satellite launches wouldiltéa delays in
Telesat Canada’s revenues, could affect planglace an in-orbit satellite prior to the end ofuteful life, could
result in the expiration or cancellation of laureburance, could result in the loss of orbital sights and may rest
in termination of its customer contracts. Upon steimination, Telesat Canada would be require@fiond
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any prepayments made to it by its terminating custs, which in the case of its major customers, bey
substantial.

Satellite launches are risky, and some launch ateimave ended in complete or partial failure. gn#icant
delay or launch failure of a Telesat Canada stdattiay have a material adverse effect on Telesaads results ¢
operations, business prospects and financial dondivhich in turn would have a material adverdecatfon our
results and condition.

For example, the March 15, 2008 failure of a Protmket to lift its satellite payload to the appriape orbit
will cause a delay in the planned launch of the iyithsatellite, originally scheduled to be launcloada Proton
rocket in mid-2008. The launch of Nimiq 5, whichdhaeen planned for the second half of 2009, magwlike also
be delayed as a result of this launch failure. €Haanch delays will adversely affect Telesat Carsfinancial
performance for 2008 and potentially 2009 and 2&id will defer the backlog run-off previously aipiated. It is
not possible to quantify the impact of these delayd more information about the Proton failurelahe resumptic
of the launch schedule becomes available.

After launch, satellites remain vulnerable to in-obit failures which may result in reduced revenues rad
profits and other financial consequences.

Satellites utilize highly complex technology anceote in the harsh environment of space and therefe
subject to significant operational risks while idib. In-orbit damage to or loss of a satellitedrefthe end of its
expected life results from various causes, somaamanincluding component failure, degradation dédspanels,
loss of power or fuel, inability to maintain thetedéite’s position, solar and other astronomicates and space
debris.

Some of Telesat Canada’s satellites have had nwifuns and other anomalies, and in certain cages ar
currently operating using back-up components bexatithe failure of their primary components. I&th
back-up components fail, however, and Telesat Gaigdnable to restore redundancy, these satedlitiglsl lose
capacity or be total losses. Any single anomalgesies of anomalies or other failure could caudesk¢ Canada’s
revenues, cash flows and backlog to decline mélterauld require it to recognize an impairmerddand could
require Telesat Canada to expedite its satellfiacement program, affecting its profitability aindreasing its
financing needs. It could also require Telesat @arna repay prepayments made by customers of tbeted
satellite. It could also result in a customer teraing its contract for service on the affecteelite. If the affected
satellite involves one of Telesat Canada’s majstamers, there could be a material adverse effe@ietesat
Canada’s operations, prospects, results and fiaboendition, which in turn would adversely affest

It may be difficult to obtain full insurance coverage for satellites that have, or are part of a famyl of satellites
that has, experienced problems in the past; moreowenot all satellite-related losses will be coveretly
insurance.

Telesat Canada’s satellite insurance does notgirivtegainst all satelliteelated losses. For example, sate
insurance will not protect it against businessringgtion, lost revenues or delay of revenues. Bl€anada also
does not have in-orbit insurance coverage forfahe satellites in its fleet. Telesat Canada’'stxg launch and in-
orbit insurance policies include, and future pelgcare expected to include, specified exclusioeductibles and
material change limitations. Typically, these irmwre policies exclude coverage for damage arisorg fcts of we
and other exclusions then customary in the indutrgddition, they typically exclude coverage fealth-related
problems affecting satellites that are known attittne the policy is written. To the extent Tele€ainada
experiences a launch or in-orbit failure that is fndy insured, or for which insurance proceeds delayed or
disputed, it may not have sufficient resourcesflace the affected satellite.

Launch and in-orbit policies on satellites may cattinue to be available on commercially reasonsdias
or at all. The loss of a satellite may have a ni@tadverse effect on Telesat Canada’s resultpefations, business
prospects and financial condition, which may noallequately mitigated by insurance coverage.

Telesat Canada competes for market share, customeasd orbital slots.

A trend toward consolidation of major FSS provideas resulted in the creation of global competitengch
are substantially larger than Telesat Canada mg@f both the number of satellites they have bitas well
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as in terms of their revenues. Due to their lagiggs, these operators are able to take advantageader
economies of scale, may be more attractive to ouste, and may have greater flexibility to rest@esice to their
customers in the event of a partial or total falurelesat Canada also faces competition from negi@perators,
which may enjoy competitive advantages in theinlanarkets. Telesat Canada’s affiliation with us/rakso
adversely affect its ability to compete for certagmtracts, especially in its consulting servicasibess. In addition,
Telesat Canada competes for local regulatory agpioplaces where more than one provider may waoperate
and for scarce frequency assignments and fixedabftsitions.

Telesat Canada’s business is also subject to ciiopgtom ground based forms of communications
technology. For many point-to-point and other sesj the offerings provided by terrestrial compsucian be more
competitive than the services offered via satelitew technology could also render satellite-bamadlices less
competitive by satisfying consumer demand in otiigys. Telesat Canada’s failure to compete effelgtimeuld
result in, among other things, a loss of revenukadecline in profitability, and a decrease invhkie of its
business.

Changes in the Canadian competitive environment cadi adversely affect Telesat Canada.

A substantial portion of Telesat Canada’s busiiesspected to continue in the Canadian domestikeha
This market is characterized by increasing comipatiind rapid technological development among liatel
providers. The Canadian regulatory framework hasps required the use of Canadian-licensed satehitr the
delivery of DTH programming in Canada. It is pogsithat this framework could change and allow n@m&lian
satellite operators to compete for future busifiess DTH customers, which constitute some of Tdl€anada’s
major customers.

Industry Canada, the Canadian telecommunicatioth®&ty, has authorized Telesat Canada to opetaie a
number of orbital locations. Recently, however,usitly Canada has announced that it plans to awsighdicant
number of licenses to a new Canadian satelliteigeoyCiel Satellite Group, including licenses p@strum suitable
for providing a variety of satellite services ton@dian customers. Increased competition in Canajaauversely
affect Telesat Canada’s access rights to certamadlan orbital locations, which in turn could acdbedy affect
Telesat Canada’s results of operations, businesppcts and financial condition.

Telesat Canada operates in a highly regulated indtry and government regulations may adversely affedts
business.

Telesat Canada is subject to the laws of Canadéha&ndnited States and the telecommunications a¢gyl
authorities of the Canadian government, primatily €anadian Radio-television and Telecommunications
Commission, or CRTC, and Industry Canada, as veaihase of the United States government, prim#nidyFedere
Communications Commission, or FCC, the Internalidigdecommunications Union, or the ITU, the Eurapea
Union, Brazil, China and Isle of Man. It is alsdgct to the laws and regulations of other cousttig from or
within which it provides services. Regulatory autties can modify, withdraw or impose charges anditions
upon, or deny or delay action on applications tiog, licenses Telesat Canada needs for its businessling its
access rights to orbital positions. Countries gutatory authorities may adopt new laws, policiesegulations,
change their interpretation of existing laws, pieicor regulations or otherwise take actions inasamer that could
adversely affect Telesat Canada’s operations @mass.

To prevent frequency interference, the regulateogcess requires potentially lengthy and costly tiagons
with third parties who operate or intend to opesattellites at or near the locations of Telesats@arsatellites.
These negotiations have resulted in financial cesioas in the past and there can be no assuraaicsuith
concessions may not be required in the future.faihgre to reach an appropriate arrangement withird party
having priority rights at or near one of its orbibts may result in substantial restrictions loa tise and operation
of its satellite at that location. In addition, \ehthe ITU rules require later-in-time systems ¢ominate with it,
there can be no assurance that other operatorsamidiuct their operations so as to avoid tranamgitiiny signals
that would cause harmful interference to the opemadf Telesat Canada’s satellites.

Failure to successfully coordinate Telesat Canastallites’ frequencies or to resolve other resqlir
regulatory approvals could have an adverse effedisdinancial condition, as well as on the vatdiéts business,
which would in turn adversely affect us.
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Telesat Canadis ability to replace two of its satellites is subj to additional risk and cannot be assured

In addition to the risks with respect to Telesah&ia’s ability to renew its licenses to orbitaldtons
discussed above, there are also specific risksneghect to it being able to replace Telstar 10&aldtar 18. Teles:
Canada operates Telstar 10 and Telstar 18 purtmagteements with a third party that has licensese orbital
locations controlled by China and Tonga, respeltivdthough its agreements with this third partpyide it with
renewal rights with respect to replacement sagsllithere can be no assurance that renewal rightsevgranted.
Should Telesat Canada be unsuccessful in obtaisimgwal rights for either or both of the orbitatdtions, because
of the control over the orbital locations exerciggdoreign governments, or Telesat Canada otherfaits to enter
into agreements with the third party with respecsuch replacement satellites, all revenue obtdirmmed the
affected satellite or satellites would cease. Thigld result in a material adverse effect on Tel€smada’s results
and financial condition, which would in turn advessaffect us.

lll. Other Risks

We were late with the filing of our 2007 Form 10-K;our ability to file our future financial reports o n a timely
basis will depend on correcting our material weaknss related to income tax accounting, as well as thienely
delivery by Telesat Canada of its financial statenrés.

We were unable to file our Annual Report on ForrrKLfdr the year ended December 31, 2007 under the
Securities Exchange Act of 1934, as amended, dexiebange Act, by the required date, even aftengieffect to
the 15-day extension period granted under RuleZBbFhis failure was due to a material weaknessiminternal
control over financial reporting as of December 107 related to income tax accounting. Specificalie did not
maintain adequate processes and a sufficient nuailtechnically qualified personnel to facilitatesttimely
resolution of issues associated with our incomectaging process primarily relating to the TeleéSahada
transaction. We are evaluating the appropriatesstepwill need to take to remedy this material wesss, which if
uncorrected, could result in late filings of futdireancial reports. Timely filings of our future Elxange Act reports
are also dependent on Telesat Carmdallity to complete its financial statements wightly in advance of our SE
reporting deadlines in order for us to incorporbééesat Canada’s results in our financial stateméritere can be
no assurance that it will be able to do so.

The late filing of our 2007 Annual Report on ForftH has triggered a NASDAQ staff determination that
our common stock is subject to delisting. The delisaction has been stayed pending a hearing sweested, whic
is scheduled for May 8, 2008. While there can bassurance that NASDAQ will grant our request famttued
listing, we expect that the filing of this Form KOwill be sufficient to avoid the delisting of oaommon stock. The
late filing has also adversely affected our eligipito use the Form S-3 for registration of oucwsties with the
Securities and Exchange Commission. Use of thahFequires, among other things, that the issu@ubent in its
reports under the Exchange Act for at least twateaths. If we are unable to use Form S-3, we vaillehto meet
more demanding requirements to register our séesiro it will be more difficult for us to effeptiblic offering
transactions, and our range of available finanaiiternatives could be narrowed.

If we are unable to remedy the deficiencies id@adibove and timely file our Quarterly Report on
Form 10-Q for the first quarter of 2008 and subsediExchange Act reports, our common stock coulddbisted
from NASDAQ, which would have a material adversie@fon its liquidity and value.

We share control of our affiliates with third parties.

We share control of our affiliates with third padiand as a result we do not have control over gemnent o
these entities. For example, Hisdesat enjoys sotistapproval rights in regard to XTAR, our X-bajoiht venture.
While we own 64% of the participating shares ofeBak Canada, we own only 883 % of the voting power. The
rights of these third parties and fiduciary dutiesler applicable law could result in others actindpiling to act in
ways that are not in our best interest. While trergtéies are or have been customers of SS/L, @tiag shared
control and the fiduciary duties of the boardshafse entities, there can be no assurance thatehétes will
continue to be customers of SS/L, and SS/L doesxquect to do business with these entities on dttear fair and
competitive terms.
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We rely on key personnel

We need highly qualified personnel. Michael Targofir chief executive officer, has an employmenmttrarc!
expiring in December 2010. We do not maintain “kegn” life insurance. The departure of any of our ke
executives could have an adverse effect on ounbssi

MHR may be viewed as our controlling stockholder ad may have conflicts of interest with us in the fuire.

As of December 31, 2007, various funds affiliatath#IHR held all issued and outstanding sharesarfiL
Series-1 Preferred Stock (issued in February 2@@i9h, if converted to common stock, would représeten
taken together with holdings by MHR and/or itslatfed funds of common stock of Loral at such time,
approximately 57.3% of the common stock of Lorabwéver, the terms of the preferred stock are desigo that,
prior to certain change of control events of Loealy shares of common stock issuable to MHR arit¥ affiliated
funds upon conversion of such preferred stock, vthken together with holdings by MHR anditsraffiliated fund:
of common stock of Loral at such time, will not repent more than 39.999% of the aggregate votimgpof the
securities of Loral. Various funds affiliated withHR held, as of December 31, 2007 and 2006, apprataly
35.4% and 35.9%, respectively of the outstandingroon stock of Loral. As of March 2008, representstiof
MHR occupy three of the nine seats on our boawirettors (seven of which are currently occupietd) have the
right under the terms of the Loral preferred stfieincing, which it has not exercised to date,dpant an
additional director to our Board. In addition, arfeour other directors was selected by the creglimymmittee in
our Chapter 11 Cases, in which MHR served as thgroan. Conflicts of interests may arise in theifatbetween
us and MHR. For example, MHR and its affiliateddarare in the business of making investments inpeories and
may acquire and hold interests in businesses timpete directly or indirectly with us. Under ouregment with
PSP, in the event that either (i) ownership or m@ntirectly or indirectly, by Mark H. RacheskyreBident of MHR
of our voting stock falls below certain levels oy there is a change in the composition of a mgjaf the member
of the Loral board of directors over a consecutwe-year period, we will lose our veto rights réigtto certain
actions by Telesat Canada. In addition, after eitfi¢hese events, PSP will have certain rightsrtable it to exit
from its investment in Telesat Canada, includinght to cause Telesat Canada to conduct an imitiblic offering
in which PSP’s shares would be the first sharearedf or, if no such offering has occurred withie gear due to a
lack of cooperation from Loral or Telesat Canadazause the sale of Telesat Canada and to drag tilerother
shareholders in such sale, subject to our righttbPSP’s shares at fair market value.

Compliance with the Sarbanes-Oxley Act increases ooperating expenses.

The Sarbanes-Oxley Act of 2002, as well as ruléseguently implemented by the Securities and Exghan
Commission (“SEC”), have required changes to sohmaincorporate governance practices. These changesle
developing financial and disclosure processesshtigfy Section 404 of the Sarbanes-Oxley Act. Wfmeet that
these rules and regulations will continue to makaes activities more difficult, time-consuming arastly. We also
expect that these rules and regulations could ritakere difficult for us to attract and retain gigi@d members of
our Board of Directors, particularly to serve o audit committee and to attract and retain quedigxecutive
officers. If we are unable to comply with the Sarbs-Oxley Act and related rules and regulationsboginess
could be materially adversely affected.

The future use of tax attributes is limited upon energence from bankruptcy.

As of December 31, 2007, we had federal net opegdtiss carryforwards, or NOLs, of approximately
$554 million and state NOLs of various amounts #Hratavailable to offset future taxable income (detes 3 and
12 to the consolidated financial statements foescdption of the accounting treatment of such NOAs our
reorganization on November 21, 2005 constitutetbamership change” under Section 382 of the InteRevenue
Code, our ability to use these NOLs, as well atagepther tax attributes existing at such effextilate, is subject "
an annual limitation of approximately $32.6 milli®ubject to increase or decrease based on cétdors. If Loral
experiences an additional “ownership change” duaimg three-year period after November 21, 200%iréutise of
these tax attributes may become further limited ofumership change may be triggered by sales orisitiqus of
Loral equity interests beyond certain thresholdstgreholders owning five percent or more of
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our total equity value, i.e., the total market wabf our equity interests (whether common or prefd); as
determined on any applicable testing date. We wdwdiever, be adversely affected by an additionalrfership
change” only if at the time of such change, oualtetjuity value multiplied by the federal appliGabdng-term tax
exempt rate was less than $32.6 million.

There is a thin trading market for our common stock

Our common stock was first issued and listed orNASDAQ National Market in December 2005. Trading
activity in our stock has generally been light, raging approximately 73,000 shares per day foydss ended
December 31, 2007. Moreover, over 50% of our comsiook is effectively held by MHR and several other
shareholders. If any of our significant sharehadgrould sell some or all of their holdings, ithikely have an
adverse effect on our share price. Although thel$uaffiliated with MHR have restrictions on theliliy to sell our
shares under U.S. securities laws, they have ratiat rights in respect of the securities theydhiolLoral,
including our common stock that would, if exerciseliminate such restrictions.

The market for our stock could be adversely affecid by future issuance of significant amounts of oucommon
stock.

As of December 31, 2007, 20,292,746 shares of @mnoon stock were outstanding. On that date, there w
outstanding options to purchase 2,051,702 sharesrafommon stock, of which 1,376,214 were vestatl a
exercisable and of which 675,488 will become vesied exercisable over the next two years. In aattitks of
December 31, 2007, 628,004 shares of our commak stere available for future grants under our 280&ck
Incentive Plan. Moreover, we may further amendstack option plan in the future to provide for daial
increases in the number of shares available fortghereunder.

In connection with a stipulation entered into witrtain directors and officers of Old Loral andipidation
entered into with the plaintiffs in a purportedsdaction lawsuit brought by participants in th&# Savings Plan
of Old Loral, certain claims aggregating $77 millimay result in the distribution of our common &tataddition tc
the 20 million shares distributed under the PlaRebrganization. For more detail about these stijrs, see
Note 17 to the consolidated financial stateme

Based on the initial conversion price of $30.1564 ghare and assuming stockholder approval ofrdegion
of the Class B non-voting common stock, the SekidsLoral convertible preferred stock and the SeBel Loral
convertible preferred stock currently outstandirg @nvertible by its holders into 1,419,530 shafesommon
stock and 9,008,210 shares of Class B-1 vating common stock, respectively. We also intemddek approval a
future stockholders meeting to increase our nurobauthorized shares of common stock from 40,00 g}ares to
60,000,000 shares.

Sales of significant amounts of our common stocth#&opublic, or the perception that those salesdcou
happen, could adversely affect the market for,thedrading price of, our common stock.

Litigation and Disputes
We are involved in a number of ongoing lawsuits.

We are involved in a number of lawsuits, detailsvbfch can be found in Note 17 to the consolidated
financial statements. In addition, we are involied number of disputes which might result in Etign. If any of
these lawsuits or disputes are decided againstcasiid have a material adverse affect on our fir@rcondition an
our results of operations.

Iltem 1B. Unresolved Staff Comments

None.
Item 2. Properties
Corporate

We lease approximately 27,000 square feet of sfpmamir corporate offices in New York.
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Satellite Manufacturing

SS/L’s research, production and testing are comdlict SS/L-owned facilities covering approximately
564,000 square feet on 29 acres in Palo Alto, Qali&. In addition, SS/L leases approximately 580,8quare feet
of space on 39 acres from various third partiesarily in Palo Alto, Menlo Park and Mountain Vie@alifornia.
Management believes that the facilities for sagehhanufacturing are sufficient for current opemasi, but SS/L is
modifying and expanding the existing manufactufaglities and coordinating with third parties fadditional high-
bay satellite integration and test facilities tc@mmodate potential growth.

Satellite Services

Telesat Canada’s primary satellite control cerddogated at its headquarters building in Ottawaa€o
which consists of 259,000 square feet on 10 a@itgs.building is co-owned by Telesat Canada andrsion fund,
each having a fifty percent (50%) interest as tesiancommon. The pension furgdinterest in the building is leas
by Telesat Canada until January 2009.

The Allan Park earth station, located northeastarbnto, Ontario on 70 acres of land, houses aboust
support center and a technical control center. fagity is also the back-up satellite control temand the main
earth station complex. Allan Park’s role in TeleSanhada’s operations has expanded as a resul ofdbure of
Loral Skynet's satellite control center in Hawl&gnnsylvania and the planned closure of its VSAT laternet
services management center in Rockville, Maryland.

In addition to these facilities, Telesat Canadadsaapproximately 350,000 square feet for telepod,
satellite control operations and 160,000 squareffeedministrative and sales offices.

Item 3. Legal Proceeding:

We discuss certain legal proceedings pending agdiesCompany in the notes to the consolidatechfira
statements and refer you to that discussion foomapt information concerning those legal procegsliincluding
the basis for such actions and relief sought. Site W7 to the consolidated financial statementshisrdiscussion.

Item 4. Submission of Matters to a Vote of Security Hold¢
None.
PART Il

Item 5. Market for Registran’'s Common Equity, Related Stockholder Matters arsslier Purchases of Equity
Securities

(&) Market Price and Dividend Information

Loral has authorized 40 million shares of commamlst$0.01 par value per share, 20,292,746 of whieh
outstanding as of December 31, 2007. Subject tptiferences and other rights of the Loral Seri€seferred
Stock, holders of shares of Loral common stock,ibadd when authorized and issued, shares of thes@® non-
voting common stock, are entitled to share equahgre for share in dividends when and as declay¢de board ¢
directors out of funds legally available for sudhidiends. If and when issued pursuant to the terhike Loral
Series-1 Preferred Stock, shares of the SerieaAd2Series B-2 preferred stock will have the righparticipate in
all dividends paid on Loral common stock on an@sverted basis. Subject to the rights, powers aefépences of
the Loral Series-1 Preferred Stock, and, if andmiBsued pursuant to the terms of the Series BefeRed Stock,
the Series B-2 preferred stock, upon a liquidatébssolution or winding up of Loral, the assetd ofal available to
stockholders will be distributed equally per shiar¢he holders of Loral common stock, and if anégwissued, the
Series A-2 preferred stock and Class B non-votomgmon stock. Except as otherwise provided in thetdted
Certificate of Incorporation or bylaws of Loral,oleholder of Loral common stock is entitled to @oée in respect
of each share of Loral common stock held of recoréll matters submitted to a vote of stockhold&he holders ¢
Loral common stock do not have any cumulative \gtights. Loral common stock has no preemptiveaoiversior
rights or other subscription rights. There are edemption or sinking fund provisions applicablé.tsal common
stock. All outstanding shares of Loral common stak fully paid and non-assessable.
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Our common stock trades on the NASDAQ National Matnder the ticker symbol “LORL.” The table
below sets forth the high and low sales pricesavbl.common stock as reported on the NASDAQ Natibferket
from January 1, 2006 through December 31, 2007.

_High _Low

Year ended December 31, 20C
Quarter ended December 31, 2( $45.27 $31.61
Quarter ended September 30, 2! 50.4:2 34.8:
Quarter ended June 30, 2C 51.82 44 .5(
Quarter ended March 31, 20 53.1( 39.0(

Year ended December 31, 20C
Quarter ended December 31, 2( $41.68  $25.9¢
Quarter ended September 30, 2 29.6( 24.1¢
Quarter ended June 30, 2C 29.5¢ 25.7¢
Quarter ended March 31, 20 29.017 23.7¢

(b) Approximate Number of Holders of Common Stock

At March 1, 2008, there were 405 holders of reafrdur common stock.

(c) Dividends

Loral’s ability to pay dividends or distributions @ts common stock will depend upon its earningsricial
condition and capital needs and other factors ddguedinent by the Board of Directors. The termshefLoral
Series-1 Preferred Stock also restrict the Compaalyility to pay dividends on its common stock.dlarannot pay
any dividends on equity securities ranking eitb&n passuwor junior to the Loral Serie$-Preferred Stock if it is th
in default in respect of dividend payments on tieal Series-1 Preferred Stock except that certargta dividend
payments on parity securities would be permittéte Toral Series-1 Preferred Stock also provides tbaso long
as at least one third of the shares of Series fefPeal Stock and Series B Preferred Stock issuebbsing is still
outstanding, unless there is then basket avaifpl§determined based on Loral’s adjusted consadiaet income
(as defined) and taking into account all prior niegtd payments to date), the approval of a majarftthe
outstanding shares of Series A Preferred StockSanigs B Preferred Stock, voting together as desitigss, is
required before Loral can pay dividends on its camrstock. In addition, the terms of the Loral SeilePreferred
Stock provide that, subject to certain exceptiomslding for the sale of Loral Skynet assets inraction with the
Telesat Canada transaction), following asset s&eBg an aggregate value in excess of $25 mi(lioa “Asset
Sale Trigger”), the Company may not pay dividendst® common stock if at the time of such paymast t
aggregate amount of such payment and all othaiatest payments made since the Asset Sale Triggefdiexcee:
50% of the Company’s adjusted consolidated netmrecas defined) accrued during the period commenmimnthe
date of initial issuance of the Loral Series-1 Enefd Stock and ending at the end of the most tdiseal quarter
ended at least 45 days prior to the date of thieleind. To date, Loral has not paid any dividendgé®onommon
stock.

(d) Securities Authorized for Issuance under Equity Corpensation Plans

See Note 13 to the consolidated financial statesmentinformation regarding the Company’s stock
compensation plan. Compensation information reduineltem 11 will be presented in the Company’s&00
definitive proxy statement which is incorporatedeie by reference.
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(e) Comparison of Cumulative Total Returns

Set forth below is a graph comparing the cumulgt@dormance of our common stock with the NASDAQ
Composite Index, and the NASDAQ Telecommunicatioaex from November 21, 2005, the initial issueedait
our common stock upon emergence from bankruptceiember 31, 2007. The graph assumes that $100 was
invested on November 21, 2005 in each of our comstock, the NASDAQ Composite Index and the NASDAQ
Telecommunications Index and that all dividendseaneinvested. The NASDAQ Telecommunications Index i
capitalization weighted index designed to measweegperformance of all NASDAQ-traded stocks in the
telecommunications sector, including satellite tetbgy companies.

Cumulative Total Return
Based on an investrment of 3100 on November 21, 2005
with all dividends reinvested
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Item 6. Selected Financial Dat:

The following table sets forth our selected higtakfinancial and operating data for the years dnde
December 31, 2007 and 2006, the period Octobed@ B December 31, 2005, the period January 15 &0
October 1, 2005 and each of the years ended Dece3hp2004 and 2003.

For all periods presented in the statement of @jp@s income from continuing operations excludes t
results of the North American satellites and relatssets sold on March 17, 2004 to Intelsat, whiohe been
accounted for as a discontinued operation and dicggly are presented separately in the consolidseéztted
financial data.

On August 1, 2005, the Bankruptcy Court entere@€@afirmation Order confirming the Plan of
Reorganization. On September 30, 2005, the FCQapgrthe transfer of FCC licenses from Old LoraNew
Loral, which represented the satisfaction of tts¢ faaterial condition precedent to emergence frankhuptcy. We
emerged from bankruptcy on November 21, 2005 amsuaint to SOP 90-7 we adopted fresh-start accauatrof
October 1, 2005. Upon emergence, our reorganizatiberprise value as determined by the BankruptayriGvas
approximately $970 million, which after reductiar the fair value of Loral Skynet's 14% senior secunotes and
the Loral Skynet preferred stock (see Notes 3,MD1a8 to the consolidated financial statementsylted in a
reorganization equity value of approximately $64fiom. This reorganization equity value was alltezhto our
assets and liabilities. Our assets and liabilitiese stated at fair value in accordance with Staterof Financial
Accounting Standards (“SFAS”) No. 14usiness Combinatiof§SFAS 141"). In addition, our accumulated
deficit was eliminated, and our new debt and equitye recorded in accordance with distributionspant to the
Plan of Reorganization (see Note 4 to the cons@iifinancial statements). Our consolidated finalnstiatements
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as of October 1, 2005 and for dates subsequemipdiomparable in certain material respects tdibrical
consolidated financial statements for periods poahat date.

References to the Predecessor Registrant refeetperiod prior to October 2, 2005. Referencebéo t
Successor Registrant refer to the period on ard @ittober 2, 2005, after giving effect to the dtbpof fresh-start
accounting.

In connection with the Telesat Canada transactioral, on October 31, 2007, transferred substdptal of
the assets and related liabilities of Loral Skytnefelesat Canada. Therefore, Loral Skynet has brelnded from
the selected financial data subsequent to Octahe2(®)7.

The information set forth in the following tablecsid be read in conjunction with “Management’s
Discussion and Analysis of Financial Condition &websults of Operationsnd our consolidated financial statemi
and related notes thereto included elsewhere sn&hnual Report on Form 10-K.

LORAL SPACE & COMMUNICATIONS INC.
(In thousands, except per share data)

Successor Registran Predecessor Registran
For the Period | For the Period
October 2, January 1,
2005 to 2005 to
Year Ended
December 31, December 31 October 1, Year Ended December 31
2007 2006 2005 2005 2004 2003

Statement of operations data:
Revenue: $882,45: $797,33: $ 197,16' |$ 429,18! $522,12° $ 392,04:
Operating income (loss) from continuing operatit) 45,25¢  29,81¢ (4,94 (67,095  (214,34) (388,879
Gain on discharge of pre-petition obligations ames$H-start

adjustment: — — — 1,101,450 — —
Income (loss) from continuing operations beforeme taxes

equity in net losses of affiliates and minorityeirgst®) 157,78¢ 30,11 (5,395 1,022,65. (207,857) (368,359
Income tax (provision) bene! (83,457 (20,88() (1,757) 10,90! (13,284 @4 6,33(
Income (loss) from continuing operations beforeiggn net

losses of affiliates and minority intere 74,32¢ 9,231 (7,147 1,033,55: (221,13¢) (362,02
Equity in net (losses) income of affiliat®) (21,430 (7,169 (5,447 (2,79€) 46,654 (51,159
Minority interest (23,240 (24,799 (2,667) 12€ 13t 2C
Income (loss) from continuing operatic 29,65¢ (22,720 (15,26) 1,030,88: (174,34) (413,159
(Loss) income from discontinued operations, ne¢trés — — — — (2,34 18,80:
Gain on sale of discontinued operations, net oé$ — — — 13,961 — —
Income (loss) before cumulative effect of changadoounting

principle and extraordinary gain on acquisitiomahority

interest 29,65¢ (22,72() (15,26) 1,044,84: (176,69") (394,35))
Cumulative effect of change in accounting principlet of

taxes — — — — — (1,970
Extraordinary gain on acquisition of minority inést — — — — — 13,61t
Net income (loss 29,65¢ (22,720 (15,26) 1,044,84: (176,69 (382,71()
Preferred dividend (29,379 — — — — (6,719
Beneficial conversion feature related to the isseasf Loral

Series /-1 Preferred Stoc (25,68%) — — — — —
Net (loss) income applicable to common sharehol (15,405 (22,720) (15,26) 1,044,84! (176,69 (389,429
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Successor Registran Predecessor Registran
For the Period | For the Period
October 2, January 1,
2005 to 2005 to
Year Ended Year Ended
December 31, December 31 October 1, December 31,
2007 2006 2005 2005 2004 2003

Basic and diluted (loss) earnings per share
Continuing operation $ 070 $ (119 $ (0.7¢) | $ 23371 $ (396 $ (9.59
Discontinued operatior — — — 0.32 (0.05) 0.42
Before cumulative effect of change in accountinggple and

extraordinary gain on acquisition of minority irget $ (0.77) (1.14 (0.7¢) 23.6¢ (4.01) (9.15)
Cumulative effect of change in accounting princ — — — — — (0.05)
Extraordinary gain on acquisition of minority ingst — — — — — 0.31

(Loss) earnings per she $ 070 $ (119 $ (0.76) | $ 236¢ $ (401) $ (8.89
Deficiency of earnings to cover fixed charg $28,87t ¢ 13,377 $ 8,06z |$ 65,57 $208,80¢ $ 389,21¢
Cash flow data:
Provided by (used in) operating activit(© 27,12 88,00z (38,537 (143,82) 66,12¢ 232,65:
Provided by (used in) by investing activiti() 61,51¢ (175,979 (5,089 194,70° 906,88 (157,48
Provided by (used in) by financing activiti 39,51( (1,27¢) 120,76: — (966,88 53¢

Predecessor Registrant Successor Registrant
December 31 December 31
2007 2006 2005 2004®) 2003®)

Balance sheet data
Cash and cash equivalel $ 314,69: $ 186,54: $ 275,79t |$ 147,770 $ 141,64«
Shor-term investment — 106,58t — — —
Total asset 1,702,93! 1,729,91. 1,678,97 1,218,73: 2,463,81.
Debt, including current portia — 128,08 128,19: — —
Non-current liabilities and minority intere 289,60: 535,27: 603,37« 84,67 72,93
Liabilities subject to compromis — — — 1,916,00! 2,921,68!
Shareholder equity (deficit) 973,55¢ 647,00 627,16 (1,044,10) (855,67()

a

=

In connection with the Telesat Canada transactitnich closed on October 31, 2007, we recognizedia @f $104.9 million on the

contribution of substantially all of the assets agldted liabilities of Loral Skynet to Telesat @da. See Note 8 to the consolidated

financial statement:
@

-

In connection with our emergence from Chapter 1d @ur adoption of fresBtart accounting on October 1, 2005, we recogrézgdin or

discharge of pre-petition obligations and freshtsidjustments of $1.101 billion, related interegpense of $13.2 million related to the
holders of claims to be paid in cash and a tax fitesfe$15.4 million, each of which is reflectedpsgrately in our statement of operations

(see Note 4 to the consolidated financial stateg)e
@3

N

consolidated financial statement

o
K

In connection with the Telesat Canada transactienrecognized a gain on foreign exchange contia$89.4 million (see Note 16 to t

2004 includes an $11 million increase to the defittax valuation allowance relating to the revecdaleferred tax liabilities arising from

the write-off of our investment in Globalstar, L's $500 million credit facility, upon Globalstar,A.'s dissolution in June 200

G

N

Beginning October 31, 2007, our principal affiligeTelesat Canada. Loral also has investmentsTiiRand joint ventures providing

Globalstar service, which are accounted for unkderiquity method. On December 21, 2007 Loral agreséll its interest in Globalstar
do Brazil S.A. which resulted in Loral recordingtzarge of $11.3 million (see Note 8 to the conséd financial statements). During

2004, we recorded $47 million of equity income ba teversal of vendor financing liabilities thatre@on-recourse to SS/L in the event
of non-payment by Globalstar, L.P. During 2003,wrete off our remaining investment of $29 millian $atelites Mexicanos, S.A. de

C.V. See Note 8 to the consolidated financial statets.
(6

-

2004.

for the period January 1, 2005 to October 1, 200562004.
@8

=

Cash flow provided by (used in) operating actigtiecludes cash flow from operating activities pded by discontinued operations in
Cash flow provided by (used in) investing acti\dtiacludes cash flow provided by (used in) investativities of discontinued operatic

As a result of our Chapter 11 filing, Old Lomaliebt obligations, preferred stock obligations emdain other liabilities existing at July :

2003, were classified as liabilities subject to ppomise on our balance sheets at December 31,&@02003. These obligations were

extinguished as of the Effective Da
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Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operation:

The following discussion and analysis should beli@aconjunction with our consolidated financial
statements (the “financial statements”) includedtem 15 of this Annual Report on Form 10-K

Loral Space & Communications Inc., a Delaware caafion, together with its subsidiaries is a leading
satellite communications company with substantifividies in satellite manufacturing and investneeint satellite-
based communications services. Loral was formeduoe 24, 2005 to succeed to the business condogtiesl
predecessor registrant, Loral Space & Communicatidd. (“Old Loral”), which emerged from chapter &fithe
federal bankruptcy laws on November 21, 2005 (tiféettive Date”).

The terms, “Loral,” the “Company,” “we,” “our” antlis,” when used in this report with respect to pleeiod
prior to the Effective Date, are references to Qdcal, and when used with respect to the periodroenting on an
after the Effective Date, are references to Lomc®@ & Communications Inc. These references indiee
subsidiaries of Old Loral or Loral Space & Commuatiigns Inc., as the case may be, unless othemdsesited or
the context otherwise requires.

On October 31, 2007, Loral and its Canadian Partgblic Sector Pension Investment Board (“PSP”),
through Telesat Holdings, Inc. (“Telesat Holdc@yewly-formed joint venture, completed the acduisiof
Telesat Canada from BCE Inc. (“BCE”"). In connectwith this acquisition, Loral transferred on thatree date
substantially all of the assets and related liabsliof Loral Skynet Corporation (“Loral Skynet® Telesat Canada.
Loral holds a 64% economic interest and'33% voting interest in Telesat Holdco, the ultimasegnt company of
the resulting new entity. Loral accounts for timgdstment using the equity method of accounting.

We refer to the acquisition of Telesat Canada ard¢lated transfer of Loral Skynet to Telesat @ares the
Telesat Canada transaction. References to Telesatda with respect to periods prior to the closihthis
transaction are references to the subsidiary of B@dEwith respect to the period after the closihthis transaction
are references to Telesat Holdco and/or its sudréédi as appropriate. Similarly, unless otherwiskicated,
references to Loral Skynet with respect to perjaisr to the closing of this transaction are refiees to the
operations of Loral's satellite services segmemndoeted through Loral Skynet and with respect éopériod
commencing on and after the closing of this tratisaare, if related to the fixed satellite sergidrisiness,
references to the Loral Skynet operations withite3& Canada.

We adopted fresh start accounting as of Octob2005, in accordance with Statement of Position
No. 9(-7, Financial Reporting of Entities in Reorganizatiomdér the Bankruptcy CodeSOP 90-7"). Accordingly,
our financial information disclosed under the hagdiSuccessor Registrant” for the periods endedaasnaf
December 31, 2007, 2006 and 2005, respectivefyreisented on a basis different from, and is theeaiot
comparable to, our financial information disclosedler the heading “Predecessor Registrant” fop#red ended
and as of October 1, 2005 (the date we adoptel-Bist accounting) or for prior periods.

References to full-year 2005 financial informattbroughout this discussion combine the periods of
January 1, 2005 to October 1, 2005 with Octob@0P5 to December 31, 2005. Management believes that
providing this financial information is the mosteeant and useful method for making comparisons.

Disclosure Regarding Forward-Looking Statements

Except for the historical information containedtire following discussion and analysis, the mattissusser
below are not historical facts, but are “forwarddking statements” as that term is defined in thev&te Securities
Litigation Reform Act of 1995. In addition, we arraepresentatives have made and may continue ke foawarc
looking statements, orally or in writing, in otheontexts. These forward-looking statements canldetified by the
use of words such as “believes,” “expects,” “plahsmay,” “will,” “would,” “could,” “should,” “antic  ipates,”
“estimates,” “project,” “intend,” or “outlook” or o ther variations of these words. These statememthjding
without limitation those relating to Telesat Canadee not guarantees of future performance andlievasks and
uncertainties that are difficult to predict or quify. Actual events or results may differ matesiads a result of a
wide variety of factors and conditions, many ofahhare beyond our control. For a detailed discussid these and
other factors and conditions, please refer to tlean@itments and Contingencies section below andrtother
periodic reports filed with the Securities and Eaiage Commissior"SEC”). We operate in an industry sector in
which the value of securities may be volatile army tme influenced by economic and other factors e ywur
control. We undertake no obligation to update amyhrd-looking statements.
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Overview
Businesses

Loral is a leading satellite communications compuaith a satellite manufacturing unit and investnsant
satellite services businesses. Loral is organiatmtivo operating segments, satellite manufactuasimg) satellite
services. For the final two months of 2007 and gdorward, Loral participates in satellite serviogerations
principally through its investment in Telesat Caaad

Satellite Manufacturing

Space Systems/Loral, Inc. (“SS/L"), designs and ufectures satellites, space systems and spacersyste
components for commercial and government customkose applications include fixed satellite servi¢esS”),
direct-to-home (“DTH”") broadcasting, mobile satellservices (“MSS”), broadband data distributioireless
telephony, digital radio, digital mobile broadcagti military communications, weather monitoring amdtraffic
management.

Satellite manufacturers have high fixed costs irggbrimarily to labor and overhead. Based on utsent
cost structure, we estimate that SS/L coversytdficosts, including depreciation and amortizatiith an average
of five to six satellite awards a year dependindhensize, power, pricing and complexity of thee8e. Cash flow
in the satellite manufacturing business tends torieyen. It takes two to three years to completatellite project
and numerous assumptions are built into the estithadsts. SS/L’s cash receipts are tied to theemehient of
contract milestones that depend in part on thetwalod its subcontractors to deliver on time. Irdén, the timing
of satellite awards is difficult to predict, cotuniting to the unevenness of revenue and makingierohallenging t
align the workforce to the workflow.

While its requirement for ongoing capital investrnenmaintain its current capacity is relativelyloSS/L
has commenced a capacity expansion program thiwhgih SS/L is seeking to accommodate as many as 13
satellite awards per year depending on the contglexid timing of the specific satellites awardent] svhich also
provides for greater in-house manufacturing of Rfponents and subassemblies. This expansion, \witkides
the use of third party offsite capacity and therag@ng of existing SS/L satellite test operationd 8F assembly
and test operations, is estimated to require lotaémental capital expenditures of approximat& illion. On
February 27, 2008, SS/L and Northrop Grumman ancexlithat they are pursuing a group of initiativebroaden
each company’s opportunities to provide the U.Segoment with cost competitive satellite systems part of
these initiatives, Northrop Grumman has agreediirciple to the use by SS/L of its satellite testifities and
services, which would allow Loral to better man#@gecapital expenditures for facilities expansios&/L and the
related cash flow requirements associated withgkpansion.

The satellite manufacturing industry is a knowledtgensive business, the success of which reliasilyeon
its technological heritage and the skills of itsrikiforce. The breadth and depth of talent and erpes resident in
SS/L’s workforce of approximately 2,300 personisebie of our key competitive resources.

Satellites are extraordinarily complex devices giesd to operate in the very hostile environmerspace.
This complexity may lead to unanticipated costsrduthe design, manufacture and testing of a s&te8S/L
establishes provisions for costs based on hisiagiqaerience and program complexity to cover apéitgd costs. As
most of SS/L’s contracts are fixed price, costéasies in excess of these provisions reduce pritifigadnd may
result in losses to SS/L, which may be materiak fhighly competitive satellite manufacturing indystas recently
recovered from a severgéar period in the early part of this decade wheleolevels reached an unprecedented
level. Buyers, as a result, have had the advamagesuppliers in negotiating prices, terms andi@@ns resulting
in reduced margins and increased assumptionskobyisnanufacturers such as SS/L. SS/L was furthaditapped
while it was in Chapter 11, because of buyers’atelnce to purchase satellites from a company ifriogitcy.

Satellite Services

On October 31, 2007, Loral and its Canadian parta8P, through a newly-formed joint venture, corgule
the acquisition of Telesat Canada from BCE. In eation with this acquisition, Loral transferred stamtially all
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of the assets and related liabilities of Loral Skyto Telesat Canada. Loral holds a 64% econorntecast and a 33
1/ 3% voting interest in Telesat Holdco, the ultimaseent company of the resulting new entity (see 'aie the
financial statements).

The satellite services business is capital intenaivd the build-out of a satellite fleet requirelsstantial time
and investment. Once these investments are madeyvio, the costs to maintain and operate the #ieetelatively
low with the exception of in-orbit insurance. Upitanvestments are earned back through the leafing
transponders to customers over the life of thelgateAfter nearly 40 years of operation, Tele€ainada has
established collaborative relationships with itstomers so annual receipts from the satellite sesvbusiness are
fairly predictable with long term contracts andhigpntract renewal rates.

Competition in the satellite services market hamnhiatense in recent years due to a number ofr&cto
including transponder over-capacity in certain gapbic regions and increased competition from fibéis
competition puts pressure on prices, depending akeh conditions in various geographic regions faequency
bands. A stronger economy and an increase in tapadable for expanded consumer and enterprige-kervices
have more recently led to an improvement in demarmertain markets. Much of Telesat Canada’s ctiyen
unleased capacity, however, is over geographionsgivhere the market is characterized by excescitgp
coupled with weak demand, or where regulatory assaare such that the company finds itself atrapeitive
disadvantage compared to local operators.

As of December 31, 2007, Telesat Canada’s twehazliit satellites (comprised of both owned and églas
satellites) had an average of approximately 60%h@f expected total service life remaining, withaverage
expected remaining service life in excess of eyglars. Three additional satellites, two of which ander
construction at SS/L, are scheduled for launcHi®8and 2009. Two of the satellites under constonare already
100% contracted to Bell ExpressVu for 15 yearsughdater date as the customer may request.

Until the closing of the Telesat Canada transactional Skynet operated a global fixed satellitevees
business. As part of this business, Loral Skyretdd transponder capacity to commercial and gowerhm
customers for video distribution and broadcastinigh-speed data distribution, Internet access anthtunications,
and also provided managed network services to mestusing a hybrid satellite and ground-basednsysit also
provided professional services to other satelliferators such as fleet operating services. At @ct8k, 2007, Lore
Skynet had four in-orbit satellites and one satelinder construction at SS/L.

Bankruptcy Reorganization

During the years 2001-2003, the sustained and oagented decline in demand for our satellites had t
transponder over-capacity in our satellite servimesiness exacerbated Old Loral’s already stréfimathcial
condition brought on primarily by the investments aad previously made in Globalstar, L.P. (“Glotal3 that we
subsequently wrote-off. Globalstar filed voluntégnkruptcy petitions under Chapter 11 in Febru@@22 On
July 15, 2003, Old Loral and certain of its subesidis (the “Debtor Subsidiaries” and collectivelighnOld Loral,
the “Debtors”) filed voluntary petitions for reomgiaation under Chapter 11. During the ensuing twd-a-half year
period we further increased our emphasis on casbervation by reducing operating expenses andlglose
monitoring capital expenditures.

On August 1, 2005, the Bankruptcy Court enteredatdirmation order confirming the Plan of
Reorganization. On September 30, 2005, the Fe@eramunications Commission (the “FCC”) approved the
transfer of FCC licenses from Old Loral to Lorab$p & Communications Inc., which represented satigin of
the last material condition precedent to emergeniee.Debtors emerged from their reorganization @eding under
Chapter 11 on November 21, 2005 pursuant to the éflReorganization. Pursuant to SOP 90-7 we addpésh-
start accounting as of October 1, 2005 (see Notew 23 to the financial statements).

Future Outlook

Critical success factors for SS/L include maintagnits reputation for reliability, quality and surjoe
customer service. These factors are vital to segurew customers and retaining current ones. Asdinee time, we
must continue to contain costs and maximize efficies. SS/L is focused on increasing bookings aulflbg, while
maintaining the cost efficiencies and process im@naoents realized over the past several years.ditiauw,
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SS/L must continue to align its direct workforcahwthe level of awards. In order to complete cartton of all the
satellites in backlog and to accommodate long-tgroavth, SS/L will need, and is hiring additionafét Long-term
growth at SS/L will also require expanded facifitiand working capital requirements, primarily tioe orbital
component of the satellite contract which is pagdbISS/L over the life of the satellite.

As a result of the closing of the Telesat Canaalas@ction, Loral holds a 64% economic interestaaB81/ 3
% voting interest in the world’s fourth largestedite operator with approximately $5.3 billion lsaicklog as of
December 31, 2007. The integration of Loral Skysatid Telesat Canada’s operations offers custoexpended
satellite and terrestrial coverage while continuimgffer superior customer service. We believé this transaction
allows the combined company to compete more effelstin the FSS industry than either Loral SkyneTelesat
Canada would have been able to do on its own.

Telesat Canada is committed to continuing to pretit strong customer service and focus on innmvain(
technical expertise that has allowed it to succiigsbuild its business to date. Building on itglirstry leading
backlog and significant contracted growth, Tel&anada’s focus is on taking disciplined steps tamwghe core
business and sell existing in-construction sagetiapacity; successfully integrate with Loral Skyleemprove
operating efficiency; and, in a disciplined mannesg the strong cash flow generated by existingibss,
contracted expansion satellites and cost savingsé¢agthen the business.

Telesat Canada believes its existing satellitet tfers a strong combination of existing backlogntracted
revenue growth (on Anik F3, and on the in-constaucsatellites Nimig 4 and Nimiqg 5) and additiooapacity (on
the existing satellites and Telstar 11N) that pdesia solid foundation upon which it will seek tow its revenues
and cash flows.

When two satellite operators merge, there usualgignificant overlap in their operations. TeleéSahada he
implemented a comprehensive integration plan thatrbsulted in a substantial headcount reductigeritain areas
of the company and consolidated a number of Lokgh&t and Telesat Canada facilities, including lBend
network operations centers, resulting in the a@higent of significant cost synergies. Telesat Cahadaargeted
approximately CAD 55 million in annual cost savingpproximately two-thirds of these cost savinglt ngsult
from the reduction in staffing levels. Telesat Gimaelieves that its integration activities arecpexling according
to plan, that significant cost savings have bedrexed, and that the balance of the projected sshgs will be
achieved over a one to two year period.

Telesat Canada believes that it is well-positiotzeskerve its customers and the markets in which it
participates. Telesat actively pursues opportuntiiedevelop new satellites, particularly in comjiion with current
or prospective customers, who will commit to a $abtal amount of capacity at the time the satettibnstruction
contract is signed. Although Telesat Canada relyybarrsues opportunities to develop new satellitedges not
procure additional or replacement satellites uniieisslieves there is a demonstrated need andraddousiness plan
for such capacity.

The satellite industry is characterized by a reddyi fixed cost base that allows significant reveiguowth
with relatively minimal increases in operating apgtarticularly for sales of satellite capacityushTelesat Canada
anticipates that it can increase its revenue witpooportional increases in operating expenseswailg for margin
expansion. The fixed cost nature of the businesabined with contracted revenue growth, other ghowt
opportunities and cost savings from integrationesgies is expected to produce growth in operatiegme and
cash flow.

For 2008, Telesat Canada is focused on the execotiits business plan to serve its customers lad t
markets in which it participates, the sale of cépamn its existing satellites, the continuing extion of its
integration plan to achieve operating efficiencas] on the completion and launch of its threeanstruction
satellites (Nimiq 4, Telstar 11N, and Nimiq 5).

We regularly explore and evaluate possible strateghsactions and alliances. We also periodieailyage
in discussions with satellite service providerselite manufacturers and others regarding suchersatwhich may
include joint ventures and strategic relationshapsvell as business combinations or the acquisitiatisposition of
assets. For example, in connection with an agreeargared into between SS/L and ViaSat, Inc. (“\é@i&pfor the
construction by SS/L for ViaSat of a high capabitpadband satellite called ViaSat-1 (the “ViaS&atellite”),
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on January 11, 2008, we entered into certain ageaenisee Note 19 to the financial statementsyyaunt to which
we are investing in the Canadian coverage portidheViaSat-1 Satellite and granting to Telesat&ta an option
to acquire our rights to the Canadian payload.rétepto pursue certain of these opportunities, Wergguire
additional funds. There can be no assurance thatiliventer into additional strategic transactiarsalliances, nor
do we know if we will be able to obtain the necegdemancing for these transactions on favorabtents if at all. In
connection with the Telesat Canada transactiorglllaas agreed that, subject to certain exceptiessribed in
Telesat Canada’s shareholders agreement, for goaohoral has an interest in Telesat Canadallinai compete
in the business of leasing, selling or otherwigaihing fixed satellite service, broadcast sdteBervice or audio
and video broadcast direct to home service usangsponder capacity in the C-band, Ku-band and Katba
(including in each case extended band) frequereidghe business of providing end-to-end data isolsion
networks comprised of earth terminals, space segjraed, where appropriate, networking hubs.

Consolidated Operating Results
Please refer to Critical Accounting Matters settdaelow in this section.

The following discussion of revenues and Adjust&lTDA reflects the results of our business segméstts
2007, 2006 and 2005. The balance of the discuselates to our consolidated results unless otherndged. As
previously discussed, we emerged from Chapter 1Nawember 21, 2005 and adopted fresh-start acauyas of
October 1, 2005. As a result of the adoption aflirstart accounting, the Successor Registranésiiial statements
are not comparable with the Predecessor Registrfinéincial statements. References to full-yeasZatancial
information throughout this discussion combinebkeods of January 1, 2005 to October 1, 2005 @ittober 2,
2005 to December 31, 2005. Management believepthaenting the financial information in this waythhe most
relevant and useful method for making comparisons.

The common definition of EBITDA is “Earnings Befdmgerest, Taxes, Depreciation and Amortization.” |
evaluating financial performance, we use revenuaésoperating income (loss) before depreciationandrtization
(including amortization of stock based compensatigain on contribution of Loral Skynet and reongation
expenses due to bankruptcy (“Adjusted EBITDA”) las measure of a segmenprofit or loss. Adjusted EBITDA
equivalent to the common definition of EBITDA beforeorganization expenses due to bankruptcy; @ain
discharge of pre-petition obligations and freshitstdjustments; gain on contribution of Loral Skirgain (loss) on
investments and foreign exchange contracts; loextnguishment of debt; other income (expensa)itgdn net
income (losses) of affiliates; and minority intdres

Adjusted EBITDA allows us and investors to compaue operating results with that of competitors asole
of depreciation and amortization, interest and stment income, interest expense, reorganizatioeresgs due to
bankruptcy, other income (expense), net losseffibates and minority interest. Financial resultiscompetitors in
our industry have significant variations that casult from timing of capital expenditures, the amtoof intangible
assets recorded, the differences in assets’ likegjming and amount of investments, the effettstioer income
(expense), which are typically for non-recurringngactions not related to the on-going businessetfacts of
investments not directly managed. The use of Adfi&iBITDA allows us and investors to compare ofregat
results exclusive of these items. Competitors iniedustry have significantly different capitalstiures. The use
Adjusted EBITDA maintains comparability of perfornge by excluding interest expense. In additionjngdur
Chapter 11, we recognized interest expense onth@actual interest payments we made. During thigod, we dic
not make any further interest payments on our dbligations after March 17, 2004, the date we e pair secured
bank debt. Reorganization expenses due to bankrwsre only incurred during the period we were ha@ter 11.
These expenses have been excluded from AdjustefilEZBto maintain comparability with our results duyi
periods in which we were not in Chapter 11 and withresults of competitors using similar measures.

We believe the use of Adjusted EBITDA along wittBUGAAP financial measures enhances the
understanding of our operating results and is Uisefus and investors in comparing performance witmpetitors,
estimating enterprise value and making investmeaisibns. Adjusted EBITDA as used here may notdmeparabl
to similarly titled measures reported by compesitd/e also use Adjusted EBITDA to evaluate opegatin
performance of our segments, to allocate resoumnedsapital to such segments, to measure perfoerfanc
incentive compensation programs and to evaluatedigrowth opportunities. Adjusted EBITDA shouldus®d in
conjunction with U.S. GAAP
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financial measures and is not presented as amatiteg to cash flow from operations as a measumiofiquidity or
as an alternative to net income as an indicatouobperating performance.

Loral is organized into two segments: Satellite Mfacturing and Satellite Services. Our segmentnteyp
data includes unconsolidated affiliates that mieetréportable segment criteria of SFAS No. I3$closures about
Segments of an Enterprise and Related Informafibe.satellite services segment includes 100% ofdkelts
reported by Telesat Canada for the period from Et81, 2007 to December 31, 2007. Although weyaesits
revenue and expenses under the satellite senggasent, we eliminate the results of Telesat Cairadar
consolidated financial statements, where we repar64% share of Telesat Canada’s results as eiquitgt loss of
affiliates.

The following reconciles Revenues and Adjusted EBATon a segment basis to the information as refdorte
in our financial statements (in millions):

Revenues:

For the Period  For the Period

October 2, January 1,

2005 to 2005 to
Year Ended December 31 December 31 October 1,
2007 2006 2005 (a 2005 2005
(in millions)

Satellite Manufacturini $ 814.: $696. $491.: $ 161.¢ $ 329.k
Satellite Service 241.2 163.¢ 151t 37.C 114.F
Segment revenu 1,055.! 860.% 642.¢ 198.¢ 444 (C
Eliminations(®) (65.2) (63.0) (16.9 (1.6) (14.¢)
Affiliate eliminations(2) (117.9 — — — —
Revenues as report() $ 882.f $797.1 $626.. % 197.2 % 429.2

Satellite Manufacturing segment revenue increage®llh 7 million in 2007 from 2006 primarily due tew
satellite awards received during 2007 and 200&I8atServices segment revenue increased by $Hlibmin 2007
from 2006 primarily due to the inclusion of Tele€atnada’s revenue for the period October 31, 2607 t
December 31, 2007.

Satellite Manufacturing segment revenue increage®205 million in 2006 from 2005 primarily due tewa
satellite awards received during 2006 and 200%I8atServices segment revenue increased by $l®min 2006
from 2005 due primarily to the receipt of a customeemination payment of $15 million in 2006.

Adjusted EBITDA:

For the Period  For the Period

October 2, January 1,
2005 to 2005 to
Year Ended December 31 December 31 October 1,
2007 2006 2005 (a 2005 2005
(in millions)
Satellite Manufacturin $34F $65¢ $27.C $ 116 $ 15.2
Satellite Service 118.¢ 68.C 51.: 11t 39.¢
Corporate expens(4 (37. (26.f) (28.9) (11.0) (17.3)
Segment Adjusted EBITDA before eliminatic 115.C 107. 50.C 12.c 37.7
Eliminations®) (6.2 (6.0) (13.5) 1.2 (12.3)
Affiliate eliminations(@ (65.2) — — — —
Adjusted EBITDA $ 43.€ $101.1 $ 36 $ 111  $ 25.4

Satellite Manufacturing segment Adjusted EBITDA idased $31 million in 2007 from 2006 as a result of
transponder rights valued at $19 million receive@006 related to the Satmex settlement agreerseatNote 8 to
the financial statements), $9 million for settlemehlaunch vehicle litigation in 2006, increasedearch and
development expenses of $16 million in 2007, fodMass recognition of $14 million for certain séitelprograms
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awarded during 2007 and increased marketing expeasfskb million in 2007, partially offset by $20 Ifian of
margin increases from additional sales in 2007afd2 million reduction of warranty expenses. Jiteebervices
segment Adjusted EBITDA increased by $50 millior2B07 from 2006 primarily due to the inclusion @fldsat
Canada’s operating results for the period Octolie2807 to December 31, 2007. Corporate expensessised
$11 million in 2007 from 2006 primarily due to ldgasts of $7.1 million in connection with shareteis and
noteholders lawsuits and severance costs of $lidmisee Note 17 to the financial statements).

Satellite Manufacturing segment Adjusted EBITDArgesed $39 million in 2006 from 2005 as a result of
transponder rights valued at $19 million receive@006 related to the Satmex settlement agreerg@miillion for
settlement of launch vehicle litigation in 200&%million improvement in warranty expenses andgimincreases
due to higher 2006 sales. Satellite Services segAdjnsted EBITDA increased by $17 million in 2066m 2005
primarily due to the increase in sales and lowarajing costs.

Reconciliation of Adjusted EBITDA to Net (Loss) Inome:
For the Period For the Period

October 2, January 1,
2005 to 2005 to
Year Ended December 31, December 31 October 1,
2007 2006 2005 (a) 2005 2005
(in millions)

Adjusted EBITDA $ 43.€ $1011 $ 365 $ 111  $ 25.4
Depreciation and amortizatic (103.9)  (71.9) (77.9) (16.0) (61.9)
Gain on contribution of Loral Skyn®) 104.¢ — — — —
Reorganization expenses due to bankru — — (31.2) — (31.2)
Operating income (loss) from continuing operati 45.2 29.¢ (72.0 (4.9 (67.7)
Gain on discharge of pre-petition obligations amlh-start

adjustment«(®) — — 1,101k — 1,101t
Interest and investment incor 39.2 31k 10.5 4.1 6.4
Interest expens 2.3 (239 (21.¢) (4.9 (17.2)
Gain (loss) on foreign exchange contre 89.4 (5.9 — — —
Loss on extinguishment of de (16.2) — — — —
Other income (expens 2.4 (2.0) (1.3 (0.2 (0.9)
Income tax (provision) bene! (83.5) (20.9 9.1 (1.9 10.¢
Equity losses in affiliate (21.9 (7.2) (8.2 (5.9 (2.9
Minority interest (23.2) (24.9 (2.€) (2.7) 0.1
Income (loss) from continuing operatic 29.7 (22.7)  1,015.¢ (15.9) 1,030.¢
Income from discontinued operations, net of te — — 14.C — 14.C
Net income (loss $ 29.7 $(22.7) $1,029.¢ $ (15.9 $ 1,044.¢

(@ The combination of the period January 1, 2@08¢tober 1, 2005 and the period October 2, 2005 to
December 31, 2005 represents non-GAAP financiakinhtion. Management believes that presenting the
financial information in this way is the most rede and useful method for making comparist

(1) Represents the elimination of intercompany salésirercompany Adjusted EBITDA, primarily for sdiigls
under construction by SS/L for wholly owned subesiiis.

(@ Represents the elimination of amounts attributédlBelesat Canada whose results are reported in our
consolidated statement of operations as equitginass of affiliates

® Includes revenues from affiliates of $22.0 milli&4,1.3 million, $4.1 million and $10.0 million fohe years
ended December 31, 2007 and 2006, for the periadb®c?2, 2005 to December 31, 2005 and for theogderi
January 1, 2005 to October 1, 2005, respecti

4 Represents corporate expenses incurred in suppour @perations and for the years ended December 3
2007 and 2006 and the period October 2, 2005 tember 31, 2005 includes $0.3 million, $1.2 millzmd
$3.9 million, respectively, of continuing expensasbankruptcy related matters, which after thepdida of
fresk-start accounting are classified as corporate gearthadministrative expenst
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®) In connection with the Telesat Canada transactidwich closed on October 31, 2007, we recognizedia gn
the contribution of substantially all of the assmtsl related liabilities of Loral Skynet to Tele€atnada (see
Note 8 to the financial statement

®) In connection with our emergence from Chapter Id @ur adoption of fresh-start accounting on Octdber
2005, we recognized a gain on discharge of prdigetbligations and fresh-start adjustments of
$1.101 hillion, related interest expense of $13illan and a tax benefit of $15.4 million, eachwafich is
reflected separately in our statement of operatfses Note 4 to the financial statemer

2007 Compared with 2006 and 2006 Compared with 20@&)

The following compares our consolidated result2fa®7, 2006 and 2005 as presented in our financial
statements:

(&) The combination of the period January 1, 2005 twfer 1, 2005 and the period October 2, 2005 to
December 31, 2005 represents non-GAAP financiakinhtion. Management believes that presenting the
financial information in this way is the most reden and useful method for making comparist

Revenues from Satellite Manufacturing
% Increase

(Decrease’
Year Ended 2007 2006
December 31 VS. VS.
2007 2006 2005 (a 2006 2005
(in millions)
Revenues from Satellite Manufacturi $814 $697 $ 491 17% 42%
Eliminations (53) (60) (1) (12% 44=%
Revenues from Satellite Manufacturing as repa $761 $637 $ 48C 20% 33%

Revenues from Satellite Manufacturing before elations increased $117 million for 2007 as compaoed
2006, primarily as a result of $155 million of rene from $721 million of new orders received in 2Ghd
$236 million of increased revenue from $1 billidhnew orders received in 2006, partially offsetd®74 million of
reduced revenue from programs completed or neadntpletion which were awarded in earlier yearanilations
consist primarily of revenues recorded until OctodE 2007 for the construction of Telstar 11NateHite being
manufactured by SS/L for Satellite Services. Assllt, revenues from Satellite Manufacturing asre increase
$124 million in 2007 as compared to 2006.

Revenues from Satellite Manufacturing before elations increased $206 million for 2006 as compé#oed
2005, primarily as a result of $158 million of rewe from new orders received in 2006 and $194 oniltif
increased revenue from $824 million of new ordereived in 2005, partially offset by $146 milliohreduced
revenue from programs completed or nearing conguietihich were awarded in earlier years. Eliminagionnsist
primarily of revenues for the construction of Talst1N, a satellite under construction by SS/LSatellite
Services. As a result, revenues from Satellite Micturing as reported increased $157 million in2@6 compared
to 2005.

Revenues from Satellite Services

% Increase

(Decrease)
Year Ended 2007 2006
December 31 VS. VS.
2007 2006 2005 (a 2006 2005

(in millions)
Revenues from Satellite Services before specH#ins $12€ $14¢ $ 147 (17)% 2%
Customer termination payme — 15 —
Cash basis customer payme B — 5
Eliminations 2 (3 (5 (26)% (35%
Revenues from Satellite Services as repc $121 $161 $ 147 (25% 10%
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Revenues from Satellite Services before spec#imé decreased $23 million compared to 2006. This
reduction is driven by reduced revenues of $26ionillue to the contribution of Loral Skynet to TeleCanada on
October 31, 2007, $8 million resulting from reducedenue in 2007 due to Boeing’s discontinuatiosest/ice on
our Estrela do Sul satellite in late 2006, and ceduevenues of $4 million as a result of the uestrring of the
network services business in late 2006. These tietigcwere offset by higher utilization of $11 nah, including
$2 million on the Satmex 6 transponders that wdded to the fleet in the fourth quarter of 2006 &Adnillion of
increased usage of our network services produetgeiRues from Satellite Services as reported in 20@ lower
by $15 million as a result of Boeing’s contractté@ration payment in 2006 (see Note 7 to the firalrstiatements)
and by $3 million due to timing of cash revenueogg@tion. Eliminations primarily consist of reversugom leasing
transponder capacity to Satellite ManufacturingaAgsult, Revenues from Satellite Services asrtepaecreased
by $40 million in 2007 as compared to 2006.

Revenues from Satellite Services before spec#imd increased $2 million in 2006 as compared t&200
primarily from increased volume from fixed satelgervices of $6 million and increased networkises/business
of $5 million, offset by a decrease due to conttahinations in network services and professiseavices of
$4 million and $4 million, respectively. Revenuésoadecreased $2 million due to the sale of ouinass television
service and an international gateway. Revenues 8atullite Services as reported increased as & ofghe receipt
of a customer termination payment of $15 milliorcannection with the termination of services on Bstrela do
Sul satellite, partially offset by revenue assamawith a payment made by a cash basis custon®s wfillion in
2005. Eliminations primarily consist of revenuesnfrleasing transponder capacity to Satellite Mastufing. As a
result, Revenues from Satellite Services as repanreased $14 million in 2006 as compared to 2005

Cost of Satellite Manufacturing

% Increase

(Decrease)
2007 2006

Year Ended December 31, VS. VS.
2007 2006 2005 (a 2006 2005

(in millions)

Cost of Satellite Manufacturing include
Cost of Satellite Manufacturing before specificritifed charge: $657 $537 $ 394 23% 3%

Depreciation and amortizatic 36 23 15 56% 55%
Transponder rights provided to SS/L in the Satnegttesnent

agreemen — (19 —
Accrued warranty obligatior 4 8 17 (53)%
Provisions for inventory obsolescer — 2 4 (59)%
Cost of Satellite Manufacturir $68¢ $551 $ 43C 25% 28%
Cost of Satellite Manufacturing as a % of SateNit@nufacturing

revenues as report 90% 87% 90%

Cost of Satellite Manufacturing as reported for20treased by $138 million over 2006. Cost of Hte
Manufacturing before specific charges increase#iI0 million. This increase is primarily due to $1illion of
increased costs resulting from additional reveruring the year and forward loss recognition of #iilion for
certain satellite programs awarded during 2007ubied in 2006 is a reduction of cost of $19 milli@tated to
transponder rights provided to SS/L by the Satnettkesnent agreement. Warranty expenses improvedriilign
based upon a resolution of certain warranty ohibigatfor less than previously estimated amountgr@sgation and
amortization expense increased by $10 million essalt of additional amortization of fair value asiments in
connection with the adoption of fresh start accmgnand $3 million from amortization of restrictetbck units
awarded during 2007.

Cost of Satellite Manufacturing as reported for@@treased by $121 million over 2005. Cost of Hige
Manufacturing before specific charges increasefil®8 million, primarily as a result of the increaseales. Cost
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of Satellite Manufacturing also increased as alt@$inigher depreciation and amortization expeofs$8 million
primarily resulting from the net effect of the antipation of fair value adjustments in connectionthathe adoption
of fresh-start accounting on October 1, 2005. Theseases were offset by decreases of $19 mitetated to
transponder rights provided to SS/L by the Satnettkesnent agreement and $9 million of warranty erges based
upon an analysis of the status of satellites irtorb

Cost of Satellite Services

% Increase

(Decrease;
Year Ended 2007 2006
December 31 VS. VS.
_ 2007 2006 2005(a 2006 2005
(in millions)
Cost of Satellite Services includt
Cost of Satellite Services before specific ideatifcharge $42 $53 $ 59 (21)% (10%
Depreciation and amortizatic 44 46 61 ()% (25%
Cost of Satellite Service $86 $99 $ 12C (139%n (18%

Cost of Satellite Services as a % of Satellite Bes/revenues as repori  71% 61% 82%

Cost of Satellite Services was $86 million and #88ion for the years ended December 31, 2007 &062
respectively. Cost of Satellite Services beforejpeidentified charges decreased $11 million 602 as compared
to 2006 primarily as a result of the contributidriLoral Skynet to Telesat Canada on October 317200addition,
in 2007 there was a $2 million reduction in persdmosts from 2006 due to lower headcount.

Cost of Satellite Services was $99 million and $&fllion for the years ended December 31, 2006 20G5b,
respectively. Cost of Satellite Services beforecBjpaidentified charges decreased $6 million iD@@&s compared
to 2005 primarily due to ground segment supportscdsclining by $4 million, lower employee relagdgenses of
$2 million and lower insurance premiums on ourl§tedleet and lower third party capacity costtaiong
$2 million. These decreases were partially offsealcharge of $1 million related to the buyout @uatomer lease
and a charge of $1 million related to the restmingiof network services global operations. Demton and
amortization expense decreased by $15 million D628 compared to 2005, primarily resulting from tiet effect
of the fair value adjustments in connection witl #doption of fresh-start accounting on Octob&0D5.
Depreciation and amortization for 2006 includesucedi charges of depreciation and amortization @frillion for
fixed assets and a $3 million credit for amortiaatof intangibles primarily resulting from the adiop of freshstart
accounting.

Selling, General and Administrative Expenses

% Increase

(Decrease)
2007 2006
Year Ended December 31, VS. vs.
2007 2006 2005 (a 2006 2005
(in millions)
Selling, general and administrative expenses irgdt
Selling, general and administrative expenses bedfpeeific
charges $13: $11¢€ $ 106 12% 9%
Litigation costs 11 6 4 90% 50%
Stock based compensati 23 2 —
Continuing expenses for bankruptcy related ma — 1 4
Selling, general and administrative expenses amteqt $167 $127 $ 11€
% of revenues as report 19% 16% 19% 31% 9%
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Selling, general and administrative expenses astegbwere $167 million and $127 million for theaye
ended December 31, 2007 and 2006, respectivelinGeadeneral and administrative expenses befoeeiip
charges increased by $15 million as compared t6 28@marily due to: increased SS/L costs of $1Bioni for
research and development of payload product aedlisatontrol improvements, $5 million for markegi related
expenses due to a higher volume of bid opportumitieshe market place and $2 million for other exges and
increased corporate costs of $7 million for seveearelated to personnel reductions. These costases were
partially offset by decreases at Satellite Servafe®2 million in marketing related expenses, $8ian reversal of
bad debt and other costs and $9 million as a reétiite contribution of Loral Skynet to Telesat @da on
October 31, 2007. The increase in litigation ce&s primarily a result of various shareholder aogtholders suits.
Stockbased compensation expense of $23 million in 260luded a charge of $6 million attributable to derior
of options in connection with the Telesat Canadadaction and a charge of $8 million as a resuli@fpproval of
stock option plan amendments at the stockholdeetingeon May 22, 2007 (see Note 13 to the finarsti@iements
Continuing expenses for bankruptcy related mattecseased $1 million as a result of minimal pratess fees
incurred in 2007 as compared to 2006.

Selling, general and administrative expenses astegbwere $127 million and $116 million for theaye
ended December 31, 2006 and 2005, respectivelln@ejeneral and administrative expenses befoeeifip
charges increased by $10 million as compared t& 28@marily due to: increased SS/L costs of $diarilfor
research and development and $2 million for rerat eesult of the increased volume, partially offsgtower bid
and proposal costs of $2 million; increased cosgagellite Services for bad debt expense of $2anjlprimarily
because of recoveries of $2 million in 2005. Theréase in litigation costs was primarily a res@ikarious
shareholder suits. Stock-based compensation irenidas$2 million due to initial vesting stock-basmunpensation
awards that were granted in January 2006. Expdasésankruptcy related matters decreased $3 mili®a result
of a $3 million reimbursement in 2006 related te gettlement of professional fees previously paid.

Gain on Contribution of Loral Skynet to Telesat Carada

Represents the gain on the contribution of subist&nall of the assets and related liabilitiesLafral Skynet
to Telesat Canada on October 31, 2007, in conrreutith the Telesat Canada transaction, as follavm(llions):

Consideration received for the contribution of Ld&ynet to Telesat Holdc:

Cash and marketable securit $ 61.F
Fair value of equity in Telesat Hold: 670.f
Total consideratiol 732.(
Book value of contributed net assets of Loral Sk 440.5
Consideration in excess of book va $291.
Gain recognize: $104.¢

The consideration we received for the contributtbsubstantially all of Loral Skynet's assets aiadbilities
was $292 million greater than the carrying valu¢ghoke assets and liabilities. In accordance with
EITF 01-2, Interpretations of APB Opinion No. 2% wecognized a gain of $105 million, representhedain
attributable to PSP’s economic interest in the Gouted assets and liabilities of Loral Skynet thgb its 36%
ownership interest in Telesat Canada. Loral willeha significant continuing interest in Telesat &daand can on
recognize a gain to the extent of PSP’s interedftércontributed assets of Loral Skynet.

Gain on Litigation Settlement

Represents a $9 million recovery of launch vehilgposits in 2006 in connection with a claim against
supplier for the wrongful termination of launchdee agreements.
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Reorganization Expenses Due to Bankruptc

Year Ended
December 31
2007 2006 2005 (a
(in millions)
Reorganization Expenses Due to Bankruj $— $— $ 3

Reorganization expenses due to bankruptcy decré&sdenhillion for the year ended December 31, 2096 a
compared to 2005 as a result of the adoption shfsart accounting on October 1, 2005. After thaption of
fresh-start accounting, continuing expenses relatelde remaining bankruptcy matters are recordagkneral and
administrative expenses.

Gain on Discharge of Pre-petition Obligations and Fesh-start Adjustments

As a result of our emergence from Chapter 11 aogtath fresh-start accounting, we recognized a ghin
$1.101 billion, excluding interest expense of $1iBiom and a tax benefit of $15 million, in 2005%e€sNote 4 to the
financial statements).

Interest and Investment Income

Year Ended
December 31
2007 2006 2005 (a
(in millions)

Interest and investment incor $39 $32 $ 11

Interest and investment income increased $7 miftiorthe year ended December 31, 2007 as compared t
2006 primarily due to higher cash balances asudtretreceiving $293 million of proceeds from degbruary 27,
2007 preferred stock financing and higher shorititerest rates in 2007 over 2006. This includesdases of
$4 million due to higher cash balances and steortr interest rates and an increase of $4 milliamarily due to the
partial sale of our holdings in Globalstar Inc. ecpan stock. These increases were partially offsdotwer interest
income on vendor financing and orbital incentivé$Dmillion.

The interest income increase of $21 million for ylear ended December 31, 2006 as compared to 2005,
primarily due to higher cash balances and highertderm interest rates in 2006 over 2005. Thidudes increases
of $13 million due to higher cash balances andtsteom interest rates and an increase of $8 milliamarily due tc
the partial sale of our holdings in Globalstar [bese increases were partially offset by lowel $i®krest income
on vendor financing and orbital incentives of $1liom.

Interest Expense

Year Ended
December 31,
2007 2006 2005 (a

(in millions)
Interest cost before capitalized inter $12 $26 $ 9
Interest expense in connection with our Plan ofrBanization — — 13
Capitalized interes (10 3) —
Interest expens $ 2 $23 $ 22

Interest cost before capitalized interest decrebgegil4 million for the year ended December 31,7289
compared to 2006, primarily due to reduced integgpense of $9 million relating to warranty liatés. In addition
interest expense was lower in 2007 by $5 millior tuthe early extinguishment of the Loral Skyn&¥elsenior
secured notes and the repayment of the Valley NaltiBank loan in connection with the Telesat Cartaalasaction
(see Note 10 to the financial statements). Capéélinterest increased by $7 million due to higlwrstruction in
process balances primarily for the Telstar 11NIki=te

Interest cost before capitalized interest incre&atimillion for the year ended December 31, 2006 a
compared to 2005, primarily due to $14 million n€ieased interest expense recognized on the Lkyake$
14% senior secured notes issued in connectionawitiPlan of Reorganization and a Satellite Manuwiidacg
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interest accrual of $4 million related to warraobfigations. In 2005, we incurred $13 million ofénest expense
relating to payments to pre-petition creditorsamiwection with our Plan of Reorganization. Capitedi interest
increased to $3 million due to higher constructioprocess balances.

Gain on Foreign Exchange Contracts

For the year ended December 31, 2007, we recordetl @ain of $89 million reflecting the changetfie fair
value of the forward contracts and currency basegpsentered into by Loral Skynet relating to thée$at Canada
transaction. The net gain on these transactiongwias realized when the instruments were cornibto Telesat
Holdco on October 23, 2007, has been recognizétkistatement of operations and avoided a correspgpn
increase in the US dollar purchase price equivdlattwould have been paid to BCE for Telesat Carfade
Notes 8 and 16 to the financial statemer

Loss on Extinguishment of Debt

For the year ended December 31, 2007, we recordbdrge for the early extinguishment of the Lodajrgt
14% senior secured notes, which is comprised df3ariillion redemption premium and a $4 million weriff of
deferred financing costs.

Other Income (Expense)

Other income increased $4 million, primarily duete recognition of a $4 million deferred gain readl in
2007 in connection with the sale of an orbital #02006 (compared to $1 million recognized in 2086d the write-
off of an investment of $3 million in the fourth apter of 2006, partially offset by losses on fore@irrency
transactions (other than the foreign exchange aotgrrelated to the Telesat Canada transaction).

Income Tax (Provision) Benefit

During 2007, 2006 and 2005, we continued to mairaal 00% valuation allowance against our net dederr
tax assets. However, upon emergence from bankrip@§05, we reversed our valuation allowance irgigatio
$2.0 million of deferred tax assets for AMT crechirryforwards. As of December 31, 2007, we hadatadn
allowances totaling $241.2 million, which includadalance of $224.5 million relating to Old Lora&ripds
preceding our adoption of fresh-start accountingetober 1, 2005. We will continue to maintain taduation
allowance until sufficient positive evidence exigisupport its reversal. If, in the future, we &éw determine that
we will be able to realize all or a portion of thenefit from our deferred tax assets, any redudtiche valuation
allowance existing as of October 1, 2005 will firstiuce goodwill, then other intangible assets it excess
treated as an increase to paid-in-capital. Durid@72 we utilized the benefits from $35.1 milliond#ferred tax
assets from OId Loral to reduce our current tailiig. The realization of this benefit created excess valuation
allowance of $35.1 million, the reversal of whichswecorded as a reduction to goodwiill.

Our income tax provision and benefit can be sunuedras follows: (i) for 2007, we recorded a curtart
provision of $51.3 million, including a provisiof $17.1 million to increase our liability for und¢an tax positions,
and a deferred tax provision of $32.2 million, féag in a total provision of $83.5 million on ptax income of
$157.8 million; (ii) for 2006, we recorded a curtréax provision of $11.8 million and a deferred tawvision of
$9.1 million, resulting in a total provision of $20million on pre-tax income of $30.1 million; ad) for 2005, we
recorded a current tax provision of $7.0 milliomandeferred tax benefit of $16.1 million, resudtin a net benefit
of $9.1 million on pre-tax income of $1.017 billiomhich included a gain on discharge of pre-petitibligations
and fresh-start adjustments of $1.101 billion.

The increase to our current provision for 2007 @saared to 2006 and 2005 was attributable to thledni
amount of taxable income in the current year afegtucting our allowable tax NOLs based upon theictsns
imposed by Section 382 of the Internal Revenue Gudiethe additional provision required for uncertaix
positions. For 2007, we projected federal tax ineahapproximately $71 million after claiming odloavable
deduction for tax NOLs of $355 million, which inded the tax gain of $308 million from the contribut of
substantially all of the Loral Skynet assets andtee liabilities to Telesat Canada and the gaii&¥ million on the
forward contracts and currency basis swap entetecoly Loral Skynet relating to the Telesat Canaaasaction.
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The deferred income tax provision for 2007 of $3ailtion related primarily to (i) a provision of
$35.1 million on current year income to the extiettaxes imposed on such income were reducedfbyrelé tax
benefits from Old Loral (as discussed above, tiization of these deferred tax benefits create@waress valuation
allowance of $35.1 million, the reversal of whichswecorded as a reduction to goodwill), (ii) aysn of
$2.2 million for the decrease to our deferred tsseafor federal and state AMT credits (which edekian increase
to AMT credits of $2.2 million upon adoption of F#8), (iii) an additional valuation allowance of.83nillion
required against a net deferred tax asset credied we reduced the deferred tax credits in accusulilather
comprehensive income by $3.0 million, offset by) @benefit of $9.0 million relating to current iady.

The deferred income tax provision for 2006 of $®illion related to (i) a provision of $10.4 millican
current year income to the extent the taxes imposeslich income were reduced by deferred tax kerfedim Old
Loral and the utilization of these deferred taxdféa created an excess valuation allowance of4sdfllion, the
reversal of which was recorded as a reduction tulgll, (i) offset by a benefit of $1.3 million fahe increase to
our deferred tax asset for additional federal aatesAMT credits.

During 2006, we also recorded a deferred tax piawisf $26.0 million in accumulated other compresiea
income related primarily to our adoption of Stateingf Financial Accounting Standards No. 16&ployers’
Accounting for Defined Benefit Pension and OthestRairement Plan(“SFAS 158”) (see Note 12), which created
an excess valuation allowance of $26.0 million thas reversed as a reduction to goodwill.

For 2005, in connection with our emergence fromkbaptcy, Old Loral realized cancellation of debtame
(“COD") on its federal income tax return of appnawtely $440 million. COD realized while in bankropis
excluded from federal taxable income. We were meglto reduce certain of our tax attributes, anithéoextent
sufficient attributes were not available on a safgacompany basis, reduce the tax basis in outsagsean amount
equal to the COD excluded by Old Loral from itsahbe income. This adjustment resulted in a rednatio
approximately $160 million to our deferred tax assmnd the related valuation allowance. Also, asgfaour fresh-
start accounting and plan of reorganization adjestis) we recognized a net income tax benefit of4bsllion,
which includes a net deferred tax benefit of $I6illion. See Notes 4 and 12 to the financial stasts.

See Critical Accounting Matters Faxationbelow for discussion of our accounting method faoime taxe:

Equity in Net Losses of Affiliates

Year Ended
December 31,
2007 2006 2005 (a

(in millions)
Telesat Canad $(18 $— $ —
XTAR (10.6) (7.4  (8.1)
Other (9.0) 0.2 (0.2)

$214 $(7.2 $ (8.9

On October 31, 2007, Loral and its Canadian Pari®P, through a newly-formed joint venture, congule
the acquisition of Telesat Canada from BCE. In emtion with this acquisition, Loral transferred stantially all of
the assets and related liabilities of Loral Skynefelesat Canada. Loral holds a 64% economicestemd a 33/ 3
% voting interest in Telesat Holdco, the ultimadegnt company of the resulting new entity. Loralamts for this
investment using the equity method of accounting.
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Summary financial information for Telesat Canadatii@ period October 31, 2007 to December 31, 20@
as of December 31, 2007 follows (in millions):

For the Period

October 31,

2007
to December 31

2007

Statement of Operations Da

Revenue! $ 117.¢
Operating expenst (93.7)
Operating incom: 24.1
Net loss 1.3

December 31, 200
Balance Sheet Dat

Current assel $ 143.7
Total asset 5,610.(
Current liabilities 229.k
Total liabilities 4,156."
Redeemable preferred stc 143.1
Shareholder equity 1,310.:

As described in Note 8 to the financial statemedndsal’s equity in net loss of Telesat Canada is basealio
proportionate share of their results in accordamitie U.S. GAAP and in U.S. dollars. In determiniogr equity in
net loss of Telesat Canada, Telesat Carsadlet loss has been proportionately adjusted tiu@éxthe amortization
the fair value adjustments applicable to its adtjais of the Loral Skynet assets and liabilitiesir@quity in net los
of Telesat Canada also reflects the eliminatioaufprofit, to the extent of our beneficial interes satellites we
are constructing for them.

The increase in equity losses in XTAR, L.L.C. (“XRA), our 56% owned joint venture (see Note 8 to the
financial statements) in 2007 as compared to 2@Besents our share of XTAR losses incurred imeotion with
its operations. Other equity losses in affiliatesZ007 include $3 million of cash distributionse&sed from
Globalstar de Mexico for which our investment bakahas been written down to zero and a loss offillibn
recognized in connection with an agreement toaellGlobalstar investment partnership in Brazil.

Minority Interest

Loral Skynet’s Series A preferred stock is refldctis minority interest on our consolidated balasieet as
of December 31, 2006. Dividend expense of $23.Hanjl$24.8 million and $2.7 million for the yeagaded
December 31, 2007 and 2006 and for the period @ct@lho December 31, 2005, respectively, is redleets
minority interest on our consolidated statemerdpdrations. On November 5, 2007, Loral Skynet reuekall
issued and outstanding shares of this preferradk stoconnection with the completion of the TeleSahada
transaction (see Note 13 to the financial stateg)ent

Minority interest increased $22 million for 2006@smpared to 2005, as a result of a full year widgind
expense in 2006 as compared to 2005 dividend erdem® November 21, 2005 when the Loral Skynetesehi
preferred stock was issued in connection with dan Bf Reorganization (see Note 3 to the finanstalements).
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Backlog
Backlog as of December 31, 2007 and 2006, wasllasvi(in millions):

2007 2006
Satellite Manufacturin $1,028 $1,11¢
Satellite Service 5,251 35¢
Total backlog before eliminatior 6,27¢ 1,47:
Satellite Manufacturing eliminatior — (11€)
Satellite Services eliminatiol (5,257) (10
Total backloc $1,028  $1,34%

It is expected that 74% of satellite manufactutiagklog as of December 31, 2007 will be recognaed
revenue during 2008.

Telesat Canada backlog at December 31, 2007 waexapgately $5.3 billion, of which approximately 10%
will be recognized as revenue during 2008, assumingignificant delay in the launch of the Nimigatellite.
Included in backlog as of December 31, 2007 aréraots covering the entire capacity of the Nimignél Nimiq 5
satellites, which have been leased for the lifthefsatellites. These contracts contain provisguth that the
customers, assuming the respective satellitesua@essfully and timely launched and are operatorginally, may
only terminate their contracts by paying Telesat&ka the present value of the entire contractediatadhat woul
have been due for the remaining life of the sagelli

Telesat Canada has received approximately $315lidmof customer prepayments, including approxiefg
$28.1 million relating to satellites under constroe. If the launch of a satellite under constrotivere to fail or a
customer were to terminate its contract with Tdl€&anada as a result of a substantial delay itatlngch of the
satellite, Telesat Canada would be obligated tarmehe customer prepayments applicable to suefligat Such
repayment obligations would be funded by insurgroeeeds (if any), cash on hand and/or borrowirsglatvility
under the revolving credit facility.

Critical Accounting Matters

The preparation of financial statements in confeymiith U.S. GAAP requires us to make estimates and
assumptions that affect the reported amounts eftassd liabilities and disclosure of contingersieds and liabilitie
at the date of the financial statements and theuats®f revenues and expenses reported for thedbekctual
results could differ from estimates.

Fresh-Start Accounting

In connection with our emergence from Chapter 1d adopted fresh-start accounting as of Octobe®@5 2
which required all of our assets and liabilitieb®stated at estimated fair value (see Note Betdinancial
statements). Significant judgment was exercisethhgagement in estimating the fair values.

Revenue recognition

Most of our Satellite Manufacturing revenue is agsted with long-term fixed-price contracts. Revemund
profit from satellite sales under these long-teontracts are recognized using the cost-to-cosepéage of
completion method, which requires significant esties. We use this method because reasonably ddpenda
estimates can be made based on historical experaerdvarious other assumptions that are believed t
reasonable under the circumstances. These estimalede forecasts of costs and schedules, estigpatntract
revenue related to contract performance (includistimated amounts for penalties, performance inenand
orbital incentives that will be received as thesBi performs on orbit) and the potential for qmment
obsolescence in connection with lotegm procurements. These estimates are assesd@tuatiy during the term ¢
the contract and revisions are reflected when timelitions become known. Provisions for losses arireats are
recorded when estimates determine that a losdwilhcurred on a contract at completion. Under fiscad-price
contracts, work performed and products shippegaie for at a fixed price without adjustment fotusad costs
incurred in connection with the contract; accortiméavorable changes in estimates in a period will

49




result in additional revenue and profit, and unfatbde changes in estimates will result in a redunctif revenue and
profit or the recording of a loss that will be bersolely by us.

Billed receivables, vendor financing and long-teeueivables

We are required to estimate the collectibility af dilled receivables, vendor financing and longrte
receivables. A considerable amount of judgmengdgiired in assessing the collectibility of thesgereables,
including the current creditworthiness of each costr and related aging of the past due balancesg€s for
(recoveries of) bad debts recorded to the incorterstent on billed receivables for the years endsckeber 31,
2007 and 2006 and the periods October 2, 2005 ¢ember 31, 2005 and January 1, 2005 to Decemb&085,
were $(2.4) million, $0.3 million, $1.0 million ar&{2.9) million, respectively. At December 31, 2G0W 2006,
billed receivables were net of allowances for dautzccounts of $0.2 million and $1.6 million, restively. We
evaluate specific accounts when we become awaesitfiation where a customer may not be able td itsee
financial obligations due to a deterioration offitencial condition, credit ratings or bankrupt@ye reserve
requirements are based on the best facts avattabie and are re-evaluated periodically.

Inventories

Inventories are reviewed for estimated obsolescencmusable items and, if appropriate, are writtewn tc
the net realizable value based upon assumptiong &ltare demand and market conditions. If actutire demand
or market conditions are less favorable than thees@roject, additional inventory write-downs mayrbquired.
These are considered permanent adjustments t@shéasis of the inventory. Charges for inventdsgatescence
recorded to the income statement for the year ebdegmber 31, 2007 were insignificant. Chargesnfeentory
obsolescence recorded to the income statemertidordar ended December 31, 2006, the period OcII#05 to
December 31, 2005, and the period January 1, 20Q&tober 1, 2005 were $1.7 million, $1.5 milliamda
$2.1 million, respectively.

Evaluation of Investments in Affiliates for Impaént

The carrying values of our investments in affilsatae reviewed for impairment in accordance with
Accounting Principles Board (“APB”) Opinion No. 1Bquity Method of Accounting for Investments in Comm
Stock. We monitor our equity method investments fordastndicating other-than-temporary impairment. An
impairment loss would be recognized when therebeas a loss in value of the affiliate that is otitkan temporary.

Taxation

Management has concluded that, as of Decembel08Z, the Company had a material weakness with
respect to accounting for and disclosure of inctemes. Specifically, the Company did not maintalaguate
processes and a sufficient number of technicalbfified personnel to facilitate the timely resotutiof issues
associated with the Company’s income tax closimgg@ss primarily relating to those issues attribleta the
Telesat Canada transaction. As a result of thien@twveakness, management has concluded thataimp&hy’s
internal control over financial reporting as of Beder 31, 2007 was not effective based on therieriteInternal
Control — Integrated FrameworlAdditional review, evaluation and oversight haverbendertaken to ensure that
our consolidated financial statements were prepgradcordance with generally accepted accountingiples anc
as a result, our chief executive officer and ckirgincial officer have concluded that the consdkdafinancial
statements in this Form 10-K present fairly, inmafiterial respects, our financial position, resafteperations and
cash flows for the periods presented. The Compaeyaluating several remedial steps to improverotnt
surrounding its income tax closing process, inglgdtnhancing the technical resources in the indamaccounting
function and conducting an evaluation of organaai processes and structure to identify and imptdrthe
appropriate solutions regarding its income taxinlpgrocess including retaining additional extemsslources.

New Loral, as a Delaware company, is subject ta &eral, state and local income taxation on its
worldwide income. Prior to the Effective Date, Qidral, as a Bermuda company, was subject to Ux&titan on
any income that was effectively connected withabeduct of a U.S. trade or business as well agl#hwaliding tax
on dividends and interest received from its U.®ssdiaries. Our U.S. subsidiaries continue to bgesu to
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U.S. taxation on their worldwide income and foreigres on certain income from sources outside thieet) States.
Our foreign subsidiaries are subject to taxatiolo@al jurisdictions.

We use the liability method in accounting for tawdsereby income taxes are recognized during theigea
which transactions are recorded in the financeteshents. Deferred taxes reflect the future tasceff temporary
differences between the carrying amount of assetdiabilities for financial and income tax repogiand are
measured by applying statutory tax rates in eff@cthe year during which the differences are exge¢o reverse.
We assess the recoverability of our deferred tagtasand, based upon this analysis, record a i@uaitowance
against the deferred tax assets to the extent eegbiity does not satisfy the “more likely thart’necognition
criteria in SFAS 109. Based upon this analysiscomcluded during the fourth quarter of 2002 that tb
insufficient positive evidence substantiating remability, a 100% valuation allowance should belelsshed for ou
net deferred tax assets. As of December 31, 208'had gross deferred tax assets of approximat@&9.$3nillion,
which when offset by our deferred tax liabilitiefls$124.9 million and our valuation allowance of $22million,
resulted in a net deferred tax asset of $3.4 millio our consolidated balance sheet.

For 2007, we continued to maintain the 100% vatuaéillowance against our net deferred tax assets
decreasing the valuation allowance at Decembe2@16 of $304.9 million by $63.7 million to a balanaf
$241.2 million at December 31, 2007, which inclu§2@4.5 million relating to the opening balanc®atober 1,
2005. We will maintain the valuation allowance ustifficient positive evidence exists to suppastrigversal. If, in
the future, we were to determine that we will bledb realize all or a portion of the benefit framur deferred tax
assets, any reduction to the valuation allowana &ctober 1, 2005 will first reduce goodwill, thether
intangible assets with any excess treated as agase to paid-in-capital. During 2007, we revei®@s.1 million of
excess valuation allowance and $6.8 million of defé state tax liabilities relating to the balaaseof October 1,
2005, which were recorded as reductions to goodwill

Effective January 1, 2007, we adopted the Finaaabunting Standards Board (“FASB”) Interpretation
No. 48,Accounting for Uncertainty in Income Taxes, anripitetation of FASB Statement No. 10BIN 48”).
FIN 48 clarifies the accounting for uncertaintyiicome taxes recognized in a company'’s financatkstents and
prescribes a recognition threshold and measureattittute for the financial statement recognition a
measurement of tax positions taken or expectee taken in a tax return. For benefits to be recammhin the
financial statements, a tax position must be mikedyl-than-not to be sustained upon examinatiomhieytaxing
authorities based on the technical merits of th&@tjpm. The amount recognized is measured as thedaamount of
benefit that is greater than 50 percent likely @hly realized upon ultimate settlement. The in&ggion also
provides guidance on de-recognition, classificatioterest and penalties, accounting in interinmiqaisy, disclosure
and transition. The Company recognizes accruedeistand penalties related to uncertain tax pestin income
tax expense.

Prior to adopting FIN 48, our policy was to estslbliax contingency liabilities for potential audiues. The
tax contingency liabilities were based on our eatarof the probable amount of additional taxes ey be due in
the future. Any additional taxes due would be dateed only upon completion of current and futurédiel, state
and international tax audits. At December 31, 2086had $42.6 million of tax contingency liabilgiencluded in
long-term liabilities. During 2006, we had incredi$be tax contingency liabilities by $5.0 millidmough the
current income tax provision, settled $0.4 millisith payment and reversed $4.2 million of the opgrbalance as
of October 1, 2005 to goodwill for issues wheregtaute of limitations on assessment of tax haired during
2006 (see Notes 3 and 12 to the financial stateshent

Pension and other employee benefits

We maintain a pension plan and a supplementaemént plan. These plans are defined benefit pension
plans. In addition to providing pension benefitg, provide certain health care and life insuranceebis for retired
employees and dependents. These pension and ath&yee benefit costs are developed from actueailalations.
Inherent in these valuations are key assumptioefijding the discount rate and expected lterga rate of return ¢
plan assets. Material changes in these pensionthed employee postretirement benefit costs mayrdecthe
future due to changes in these assumptions, asawellir actual experience.
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The discount rate is subject to change each yaagdon a hypothetical yield curve developed from a
portfolio of high quality, corporate, non-callatidlends with maturities that match our projected fiepayment
stream. The resulting discount rate reflects thichiag of the plan liability cash flows to the ydeturve. Changes
applicable high-quality long-term corporate bondides, such as the Moody’s AA Corporate Bond Inde&,also
considered. The discount rate determined on thislveas 6.5% as of December 31, 2007, an incredds@ lmasis
points from December 31, 2006. This had the efiéceducing our benefit obligations for pensiond ather
employee benefits by $27.8 million as of Decemter2®07, as compared with December 31, 2006.

The expected long-term rate of return on pensian pksets is selected by taking into account theated
duration of the plan’s projected benefit obligatiasset mix and the fact that its assets are activanaged to
mitigate risk. Allowable investment types includgugy investments and fixed income investments sikenplan
assets are managed by Russell Investment Corpsg&RU), which allocates the assets into speciRedsell-
designed funds as we direct. Each specified Russallis then managed by investment managers chnsen
Russell. The targeted long-term allocation of cemgion plan assets is 60% in equity investmentsi@f@in fixed
income investments. Based on this target allocatlmntwenty-year historical return of our asset has been
10.1%. The expected long-term rate of return on pksets determined on this basis was 8.5% for 200 0% for
2006 and 2005. For 2008, we will use an expecteg-term rate of return of 8.5%.

Effective July 1, 2006, we amended our pension fastandardize the future benefits earned atoatipany
locations for eligible employees. These amendmaidigiot change any benefits earned through Jun2®IB. As a
result of the amendments, all locations now hagaraer average plan that requires an employeeilgotidn in
order to receive the highest level of benefits.dirent participants now earn future benefits urtle same formu
and have the same early retirement provisions.afirendments did not apply to certain employees uader
bargaining unit arrangement. Additionally, employéé@ed after June 30, 2006, do not participathéndefined
benefit pension plan but participate in our defigedtribution savings plan with an additional Compa
contribution. As a result of these amendmentsoogoing pension expense has been reduced commehding,
2006.

These pension and other employee postretiremesefibensts are expected to increase to approximatel
$9 million in 2008 from $8 million in 2007, prim&ridue to a curtailment gain of $4 million in 206&ated to the
contribution of Loral Skynet to Telesat CanadatipHy offset by the increase in the discount ratel the expected
return on assets. Lowering the discount rate aa@xipected long-term rate of return each by 0.5%ldvbave
increased these pension and other employee posinetit benefits costs by approximately $0.7 milboal
$1.4 million, respectively, in 2007.

The benefit obligations for pensions and other eyg® benefits exceeded the fair value of plan sdset
$156 million at December 31, 2007 (the “unfundeddsi obligations”). In connection with our adoptiof
SFAS 158, we are required to recognize the funtidsof a benefit plan on our balance sheet. Aesalt, in 2006
we reduced our recorded liability for pensions B9.$ million, with a corresponding credit to accuated other
comprehensive income, and increased our recordbilitly for other benefits by $1.0 million, witharresponding
charge to other comprehensive income, to adjustitactual unfunded benefit obligations. Marketditians and
interest rates significantly affect future assetd kabilities of Loral's pension and other empleygenefits plans.

Stock Based Compensation

Effective October 1, 2005, in connection with odoption of fresh-start accounting, we adopted #ie f
value method of accounting for stock based compemsdor all stock options granted by us after @etr 1, 2005,
pursuant to the prospective method provisions &S$SNo. 123(R) Share-Based PaymefiSFAS 123R”). In
addition, we account for options granted to nondeyges in accordance with EITF Issue No. 96-18¢¢ounting
for Equity Instruments That Are Issued to OtherMEaployees for Acquiring, or in Conjunction witkllBg,
Goods or Services We use the Black-Scholes-Merton option-pricingdal to measure fair value of these stock
option awards. This is the same method we usedan years for disclosure purposes. The Black-Sehdllerton
model requires us to make significant judgmentsudigg the assumptions used within the model, tbstm
significant of which are the stock price volatildgsumption, the expected life of the option awtre risk-free rate
of return and dividends during the expected terhan@es in these assumptions could have a matepalct on the
amount of stock based compensation we recognize. i®tes 3 and 13 to the financial statements).
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Goodwill and Other Intangible Assets

Goodwill represents the amount by which the Comjsargorganization equity value exceeded the fdinea
of its tangible assets and identified intangibleets less its liabilities as of October 1, 2005sBant to the
provisions of SFAS No. 14Z00dwill and Other Intangible AssetSFAS 142"), goodwill is not amortized and is
subject to an annual impairment test which the Camggperforms on an annual basis in the fourth guafteach
fiscal year. Our test of goodwill impairment for®Dand 2006 did not result in any goodwill impaimhesoodwill
is allocated to our reporting units (the operagagment). SFAS 142 requires the Company to contpariir value
of the reporting unit to its carrying amount onaamual basis to determine if there is potentialdaimpent. If the fail
value of the reporting unit is less than its cargyvalue, an impairment loss is recorded to thergxhat the implied
fair value of the goodwill within the reporting @i less than its carrying value. Estimating thie ¥alue of
reporting units requires a significant amount afgment by management.

As of December 31, 2007, intangible assets copsistarily of internally developed software and teclogy
and trade names recorded in connection with thetamoof fresh-start accounting. The fair value®of intangible
assets were calculated using several approachesnt@mpassed the use of excess earnings, relafrivsyalty and
the build-up methods. The excess earnings, refiefi foyalty and build-up approaches are variatmfithe income
approach. The income approach, more commonly kramathe discounted cash flow approach, estimatesdhie
based on the cash flows that an asset can be egpecgenerate over its useful life. This processlives subjectiv
judgment by management. Identifiable intangibleetswith finite useful lives are amortized on aigfn-line basis
over the estimated useful lives of the assets.

Contingencies

Contingencies by their nature relate to uncertadntinat require management to exercise judgmehtibot
assessing the likelihood that a liability has beenirred as well as in estimating the amount oéptal loss, if any.
We accrue for costs relating to litigation, claiem® other contingent matters when such liabiliiesome probable
and reasonably estimable. Such estimates may le€l lbasadvice from third parties or on managemguatigment,
as appropriate. Actual amounts paid may differ faampunts estimated, and such differences will laeged to
operations in the period in which the final deteration of the liability is made. Management consdae
assessment of loss contingencies as a criticaliatiog policy because of the significant uncertaireiating to the
outcome of any potential legal actions and othaints and the difficulty of predicting the likelihd@nd range of
the potential liability involved, coupled with timeaterial impact on our results of operations ttwatld result from
legal actions or other claims and assessmentsiribisé important contingencies affecting our finahstatements
are detailed in Note 17 to the financial stateme@emmitments and Contingencies”.

Liquidity and Capital Resources
Cash and Available Credit

As of December 31, 2007, the Company had $315anilif cash and cash equivalents and $24 million of
restricted cash ($13 million included in other emtrassets and $11 million included in other asseisur
consolidated balance sheet) with no outstanding @edstablished lines of credit other than a $1lban cash
collateralized letter of credit facility with JP Mgan Chase bank. Based on the Company’s workinigat@eeds on
its current base of business, capital expenditiresmplete its expansion initiatives, requiremdatsappropriate
contingencies, and resources for future growthaitites, the Company expects to require additicagital this yea
This new financing will permit us to meet unexpeéatash requirements due to unforeseen changes tusimess
as well as provide cash liquidity for working capidnd for strategic investments as opportunitiesealn the past,
our ability to obtain satellite contract awards bapended in part on our ability to provide venfilwancing to our
customers or to make equity investments in thene. Company is currently exploring its financing ops and
expects to implement its plan to raise additiorgiial during 2008. If the Company is not succdssfobtaining
such financing, its ability to manage unforeseeshaaquirements, to meet contingencies, to obtm satellite
construction contracts and to make strategic imvests will be materially and adversely affectedefBhcan be no
assurance that it will be able to obtain such fonag on favorable terms, if at all.

On October 31, 2007, the transaction for the pueltd Telesat Canada from BCE was closed. Ourasdt ¢
funding requirement for this transaction was appnately $185 million, primarily for the redemptiar Loral

53




Skynets Series A preferred stock, partially offset bytceeceipts from Telesat Canada for certain Skysstta sol:
to them, as well as true-ygayments from PSP to bring the equity contributionsg the required economic positio
This was funded from cash on hand, which inclugeshceceived from the issuance of the $300 milti@ferred
stock financing described below. As part of thesestion, a final adjustment payment of approxifge®8 million
was made by Loral to PSP on April 4, 2008 and d¢tuithed in the $185 million referenced above and payable in
our financial statements at December 31, 2007.

Telesat Canada is subject to covenants in itsatpteements that restrict cash payments to its Isblaiers
Cash payments of dividends to shareholders anéatest under the credit agreement. Cash paymentsrid under
our consulting agreement with Telesat Canada areraktricted by the credit agreement. Loral da¢dalieve that
it will receive cash dividends nor that Telesat &dawill be permitted to make the $5 million fegmp&nt under th
consulting agreement in cash in the near term.

The Company has an investment program that seetmpetitive return while maintaining a conservative
risk profile. The Company’s investment policy edisties conservative policies relating to and goweyithe
investment of its surplus cash. The Company’s itneest policy allows it to invest in commercial pap@oney
market funds and other similar short term investmént does not permit the Company to engage iousptdve or
leveraged transactions, nor does it permit the Gompo hold or issue financial instruments for ingdourposes.
The investment policy was designed to preservealagid safeguard principal, to meet all liquidigguirements of
the Company and to provide a competitive rate ofrre The investment policy addresses dealer deatiibns, lists
approved securities, establishes minimum acceptabtét ratings, sets concentration limits, defineaaturity
structure, requires all firms to safe keep se@sgitin the Company’s behalf, requires certain mangatporting
activity and discusses review of the portfolio. T@mpany operates its investment program undegufdelines of
its investment policy and continuously monitorsiitgestments and policies. The Company believesithaolicies
and monitoring program mitigate the risks with neb# its current investments.

Loral currently maintains its cash in liquid mormagrket funds. We do not currently hold any investtaén
auction rate securities or enhanced money markelsfthat have been subject to recent liquiditydssand price
declines. We do not anticipate moving into shomrténvestments for the foreseeable future untilitiéty returns to
these markets.

On February 27, 2007, Loral completed a $300 mmilfioeferred stock financing pursuant to the Seiegrit
Purchase Agreement entered into with MHR on Octdi@Ze2006, as amended and restated on Februa®p@7,
(the “Securities Purchase Agreement”). See Noti 18e financial statements.

The price of Loral’'s common stock on October 18)&Ghe day before we signed the Securities Puechas
Agreement, was $26.92 and the conversion price$88s1504. The price of Loral’s common stock on keaby 27,
2007, when the financing closed was $47.40. Becatigee difference between the fair market valuéhefcommot
stock on the date the financing closed, as compar#te conversion price, the Company is requicecttlect a
beneficial conversion feature of the Loral Serie$ Rreferred Stock as a component of its net incfoss)
applicable to common shareholders for the yeareidEember 31, 2007. We will also reflect a beriafic
conversion feature in a similar manner for the &eB-1 Preferred Stock, in the period in which shatder
approval of the creation of the new class of CEdsnon-voting common stock is received. This bmef
conversion feature is recorded as a decrease tnawehe applicable to common shareholders andtsesua
reduction of both basic and diluted earnings pareshesults. Accordingly, in the three months endedch 31,
2007, we recorded an increase to net loss appidaliommon shareholders of $24.5 million. In tedgd in whictk
shareholder approval of the new class of ClassBfitvoting common stock is received, we expect dloatnet
income (loss) applicable to common shareholderisbeireduced (increased), as applicable, by apprabely
$154 million reflecting the beneficial conversiaafure (less discount, if any, for the class B-i-moting common
stock because of its non-voting status). To therexhat dividends on the Loral Series-1 Prefe8txtk are paid in
additional shares of Loral Series A-1 PreferrecciStave record an additional beneficial conversieatfire that
reduces our net income applicable to common shatets For the year ended December 31, 2007, weded a
beneficial conversion feature of $1.2 million favidends paid in additional shares of Loral SeAe$ Preferred
Stock. We will also record an additional benefidahversion feature in a similar manner for dividepaid in
additional shares of Loral Series B-1 Preferred6to the period in which shareholder approvalhef tlass B-1
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non-voting common stock is received, and therealfter dividends paid and accrued through Decembg2@07 on
the Loral Series B-1 Preferred Stock, the bendftmaversion feature that will be recorded wherrshalder
approval of the class B-1 non-voting common stacteceived, is approximately $7 million.

Cash requirements at Satellite Manufacturing aireedrprimarily by working capital requirements todnce
long-term receivables associated with satellitereats, other vendor financing and capital spendéggiired to
maintain and expand the manufacturing facility. Wlitis requirement for ongoing capital investmenirtaintain its
current capacity is relatively low, SS/L has compegha capacity expansion program through which &Sgkeekini
to accommodate as many as 13 satellite awardsgaerdgpending on the complexity and timing of thectfic
satellites awarded, as well as to provide for gnemi-house manufacturing of RF components andssdmablies.
This expansion, which includes the use of thirdypaffsite capacity and the upgrading of existirigf[Ssatellite test
operations and RF assembly and test operatioastilmated to require total incremental capital exiiteires of
approximately $30 million. On February 27, 2008/LS&d Northrop Grumman announced that they arsypog a
group of initiatives to broaden each company’s oppities to provide the U.S. government with comtnpetitive
satellite systems. As part of these initiativesrtNimp Grumman has agreed in principle to the ys8®/L of its
satellite test facilities and services, which woalldw Loral to better manage its capital expern@isufor facilities
expansion at SS/L and the related cash flow remquérgs associated with that expansion.

Historically, a portion of Satellite Manufacturingvenues are paid to SS/L in the form of “orbitals”
receivable payments from its customers that aneeglbover the life of the satellite. These paymantscontingent
upon continued satellite performance. As of Decamlie2007, SS/L had orbital receivables of $134ilfion,
which will be received, generally over 15 yearsririaunch, an increase of $51.5 million from orbrdeivables of
$83.2 million as of December 31, 2006. Continuezhvgh in the Satellite Manufacturing business wakult in a
corresponding growth in the amount of such orlig#akivables.

On November 30, 2007, SS/L entered into a secormhdment to its $15 million cash collateralized adez
and restated letter of credit agreement with JPgslloiChase Bank extending the maturity of the tsditi
December 31, 2008. Letters of credit are availabkd the earlier of the stated maturity of thedef credit, the
termination of the facility, or December 31, 20Q8itstanding letters of credit are fully cash celtatized. As of
December 31, 2007, $6.1 million of letters of ctedfider this facility were issued and outstanding.

On July 30, 2007, SS/L entered into an AmendedRextated Customer Credit Agreement (the “Credit
Agreement”) with Sirius Satellite Radio Inc. (“Sis"). The Credit Agreement amends and restatds entirety the
Customer Credit Agreement entered into by SS/LSinds on June 7, 2006 (the “Original Credit Agreeti). The
purpose of the amendment and restatement is to enadilable to Sirius financing for the purchasewafecond
satellite under the Amended and Restated SatPllitehase Agreement between Sirius and SS/L datetiJasy 23,
2007 (the “Amended Satellite Purchase Agreemebltider the Credit Agreement, SS/L has agreed to rivekes tc
Sirius in an aggregate principal amount of up t8(200,000 to finance the purchase of the Sirius3-ahd
FM-6 Satellites (the “Sirius Satellites”). Loansdeaunder the Credit Agreement are secured by Siiglgs under
the Amended Satellite Purchase Agreement, incluitisngghts to the Sirius Satellites. The loansas® entitled to
the benefits of a subsidiary guarantee from St#ellD Radio, Inc., and, subject to certain excestiany future
material subsidiary that may be formed by Siries¢lafter. The maturity date of the loans is théiesdrto occur of
(i) June 10, 2010, (ii) 90 days after the FM-6 8iééebecomes available for shipment and (iii) 30/8l prior to the
scheduled launch of the FM-6 Satellite. Loans mauter the Credit Agreement generally bear inteateatvariable
rate equal to thremonth LIBOR plus a margin. The Credit Agreemennpies Sirius to prepay all or a portion of
loans outstanding without penalty, and, upon treugence of certain events, Sirius is requiredréppy the loans.
As of December 31, 2007, no loans were outstandigr the Credit Agreement. Sirius is currentlgible to
borrow $82 million under the Credit Agreement, eamting reimbursement of payments previously rbgdgirius
under the Amended Satellite Purchase Agreement.

On September 4, 2007, Loral Skynet entered intoanland Security Agreement with Valley National Ban
(“Valley National”). The purpose of this loan agmeent was to make available to Loral Skynet a Idhe {Loan”)
to fund the redemption (the “Note Redemption”) of&l Skynet's 14% senior secured notes (see Note e
financial statements). Pursuant to this loan agezgnYalley National made the Loan in a single aubesof
$141,050,000, which Loral Skynet used to fund tieeeNRedemption on September 5, 2007. This loanfulys
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cash collateralized with a CD purchased by Loral lagld by Valley National. The interest rate on ltoan was
4.10% per annum. On October 31, 2007, the Loanassismed by Telesat Canada as part of the Telerati&a
transaction and was repaid in full that same daydlgsat Canada. Also on October 31, 2007, the caltdteral CC
was released and the cash was returned to Loral.

Telesat Canada
Cash and Available Credit

As of December 31, 2007, Telesat Canada had CADididn of cash and short-term investments as asl|
CAD 133 million of borrowing availability under iRevolving Facility and $140 million of borrowingailability
under its U.S. Term Il Loan Facility as discussetbly. Telesat Canada believes that cash and séront-t
investments as of December 31, 2007, net cashged\by operating activities, cash flow from custome
prepayments, and drawings on the available linesegfit under the Credit Facility (as defined bélavill be
adequate to meet its expected cash requiremeattwities in the normal course of business, intlgdnterest and
required principal payments on debt as well asr@drcapital expenditures through at least the h2xhonths.

Telesat Canada has adopted conservative polidesgeto and governing the investment of its susptash.
The investment policy does not permit Telesat Cartadtngage in speculative or leveraged transagtiwor does it
permit Telesat Canada to hold or issue financgtrinmments for trading purposes. The investmentpalias
designed to preserve capital and safeguard prin¢goeneet all liquidity requirements of Telesatn@da and to
provide a competitive rate of return. The investtrelicy addresses dealer qualifications, listsraped securities,
establishes minimum acceptable credit ratings,s®isentration limits, defines a maturity structusguires all
firms to safe keep securities, requires certaindatory reporting activity and discusses reviewhef portfolio.
Telesat Canada operates its investment progranr timelguidelines of its investment policy.

Liquidity
The Telesat Canada purchase price of CAD 3.2®hiblis well as transaction fees and expenses, the

repayment of existing Loral Skynet debt and pref@stock, and Telesat Canada debt were fundeddbyfoam
Loral and PSP as well as borrowings by Telesat @ana

A large portion of Telesat Canadainnual cash receipts are reasonably predictabkeuse they are primar
derived from an existing backlog of long-term cuséw contracts and high contract renewal rates.séel@anada
believes its cash flow from operations will be iént to provide for a portion of its capital réiggments and to
fund its interest and debt payment obligationsugtp2008. Cash required for the construction ofNtheiq 4,
Nimig 5 and Telstar 11N satellites will be fundedni some or all of the following: cash and s-term investment
cash flow from operations, cash flow from custom&payments or through borrowings on availablesliofecredit
under the Credit Facility.

Telesat Canada maintains approximately CAD 25 omilln cash and cash equivalents within its subsidia
operating entities for the management of its ligyidrelesat Canada’s intention is to maintain thigel of cash and
cash equivalents to assist with the day-to-day imament of its cash flows.

Debt

In connection with the acquisition, Telesat Canai@red into agreements with a syndicate of bamks t
provide Telesat Canada with, in each case as tesichielow, senior secured credit facilities (thegtfit Facility”),
a senior bridge loan facility (the “Senior Bridgedn”) and a senior subordinated bridge loan fagdtite “Senior
Subordinated Bridge Loan”) (together the “Faciitle The Facilities are also guaranteed by Telesddlings Inc.
and certain Telesat Canada subsidiaries.

Senior Secured Credit Facilities
The Credit Facility consists of several tranchesictv are described below.

The Credit Facility is secured by substantiallycdlTelesat Canada’s assets. Under the terms @ ithdit
Facility, Telesat Canada is required to comply withtain covenants which are usual and customaryiftly
leveraged transactions, including financial repaytimaintenance of certain financial covenant safiw leverage
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and interest coverage, a requirement to maintaminmim levels of satellite insurance, restrictionscapital
expenditures, a restriction on fundamental busiokasges or the creation of subsidiaries, restriston
investments, restrictions on dividend paymentdrict®ns on the incurrence of additional debttniesons on asset
dispositions and restrictions on transactions waftliates. Telesat Canada is also required torénte swap
agreements that will effectively fix or cap thedrdst rates on at least 50% of its funded deld fdyear period
ending October 31, 2011. Each tranche of the CFedditlity is subject to mandatory principal repayrne
requirements, which, in the initial years, are galtg1/ 4 0f 1% of the initial aggregate principal amount

Revolving Facility

The Revolving Facility is a CAD 153 million loandiéity with a maturity date of October 31, 2012.dus
under the Revolving Facility currently bear intérasa floating rate of the Bankers Acceptancedwimg rate plus
an applicable margin of 275 basis points. The apple margin is subject to a leverage pricing grttk Revolving
Facility currently has an unused commitment feBMbps that is subject to adjustment based upeneadge
pricing grid. As of December 31, 2007, CAD 20 naifliwas drawn under this facility.

Canadian Term Loan Facility

The Canadian Term Loan Facility is a CAD 200 millioan with a maturity date of October 31, 2012e Th
Canadian Term Loan Facility bears interest at atithgy rate of the Bankers Acceptance borrowing pate an
applicable margin of 275 basis points.

U.S. Term Loan Facility

The U.S. Term Loan Facility is for $1.905 billionitva final maturity date of October 31, 2014. The
U.S. Term Loan Facility is made up of two facilgtje $1.755 billion U.S. Term Loan | Facility an8E50 million
U.S. Term Loan Il Facility that is a 12 month dedeydraw facility for satellite capital expenditurgse U.S. Term
Loan Facility bears interest at LIBOR plus an aggddle margin of 300 basis points.

The U.S. Term Loan Il Facility has an unused commaiit fee oft/ 2the applicable margin which is
150 basis points. Telesat Canada anticipatestthalt draw the full amount of this facility durinthe 12 month
availability period. As of December 31, 2007, $1dlion of the facility was drawn; a further $38 iiidn of the
facility was drawn in January, 2008.

In order to hedge the currency risk for Telesatatianboth at closing and over the life of the lo&wsal
Skynet entered into a currency basis swap to stingtly convert $1.054 billion of US dollar commiént to
CAD 1.224 billion and transferred the benefit of thasis swap to Telesat Canada prior to closing.dAD
1.224 billion bears interest at a floating ratdahkers Acceptance plus an applicable margin ofcxpmately
387 basis points.

Senior Bridge Loan

The Senior Bridge Loan is a $692.8 million seninsecured loan advanced on the closing date. TherSen
Bridge Loan has a maturity of October 31, 2008 améhitial interest rate per annum equal to thegnmeof 9% or
three-month LIBOR plus the applicable margin. Thpligable margin increases over time subject tintarest rate
cap of 11%. The lenders under the Senior Bridgenltwve a right, as early as April 28, 2008, to makecurities
demand (after a road show and marketing periocmesty for similar offerings) whereby Telesat Canaabald
issue high yield notes with registration rights bubject to an interest rate at or below the 11ptic@xchange for
the Senior Bridge Loan. Telesat Canada has beédsaatlby its lenders to expect to issue these higld notes at or
below the cap rate on April 30, 2008. Subject otdrms and conditions of the loan agreement,riati comply
with the securities demand would result in an evémefault under the Senior Bridge Loan. If thei®e Bridge
Loan should still be outstanding on October 31,8@0en, subject to satisfaction of certain cond, including
that there exists no default or event of defauttarrthe senior bridge loan agreement, the SenidgBiLoan will
automatically convert to senior rollover loans Imgva maturity date of seven years from the rollaate. The
rollover loans bear interest initially at the raggplicable to the Senior Bridge Loan on the roltod&te, increasing
thereafter over time but subject to the rate capl8b. On and after the rollover date, holders déast $25 million
principal amount of senior rollover loans can exgf®their rollover loans for senior exchange natebat a
holder’s option, may further elect to fix the irgst rate on its exchange note at the then
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applicable rate. Covenants contained in the sdamidge loan agreement are substantially the santeas
contained in the Credit Facility except that thisrao requirement to maintain financial ratios.

Senior Subordinated Bridge Loan

The Senior Subordinated Bridge Loan is a $217.Ranikenior subordinated unsecured loan advancete
closing date. The Senior Subordinated Bridge Laanamaturity of October 31, 2008 and an initisdiiest rate per
annum equal to the greater of 10.5% or three-mbHBIOR plus the applicable margin. The applicablegma
increases over time subject to an interest ratota@.5%. The lenders under the Senior SubordinBtalge Loan
have a right, as early as April 28, 2008, to makeaurities demand (after a road show and markegnigpd
customary for similar offerings) whereby Telesah@da would issue high yield notes with registratights but
subject to an interest rate at or below the 12.8f%in exchange for the Senior Subordinated Bridgenl Telesat
Canada has been advised by its lenders to expasue these high yield notes at or below the atgpan April 30,
2008. Subject to the terms and conditions of tha lagreement, failure to comply with the securitiesmand would
result in an event of default under the Senior $dibated Bridge Loan. If the Senior Subordinatei@e Loan
should still be outstanding on October 31, 2008nthubject to satisfaction of certain conditions|uding that ther
exists no default or event of default under théaesubordinated bridge loan agreement, the S&udordinated
Bridge Loan will automatically convert to seniobsudinated rollover loans having a maturity datmiok years
from the rollover date. The rollover loans beaersst initially at the rate applicable to the Sedabordinated
Bridge Loan on the rollover date, increasing thiteeaver time but subject to the rate cap of 12.8% and after
the rollover date, holders of at least $25 millppmcipal amount of senior subordinated rollovearis can exchange
their rollover loans for senior subordinated exa®notes and at a holder’s option, may furthertétetix the
interest rate on its exchange note at the thericaiy rate. Covenants contained in the seniorrslitated bridge
loan agreement are substantially the same as tdoogained in the Credit Facility except that thisrao requiremer
to maintain financial ratios.

Interest Expense

An estimate of the interest expense on the Faslig based upon assumptions of LIBOR and Bankers
Acceptance rates and the applicable margin foCtleelit Facility, the Senior Bridge Loan and the iSen
Subordinated Bridge Loan. Telesat Canada’s estihiaterest expense for 2008 is approximately CAB gfillion.

Derivatives

Telesat Canada has used interest rate and curdenieyatives to hedge its exposure to changes @nest
rates and changes in foreign exchange rates.

Telesat Canada uses forward contracts to hedfmréign currency risk on anticipated transactianajnly
related to the construction of satellites. At Debem31, 2007, Telesat Canada had outstanding foeighange
contracts which require them to pay Canadian dotiareceive $198.9 million for future capital ergétures. The
fair value of these derivative contract liabilitiesulted in an unrealized loss of CAD 17.5 millamof
December 31, 2007. These forward contracts ardeéitveeen January 1, 2008 and December 1, 2009.

In order to hedge the currency risk for Telesatatian both at closing and over the life of the lodsal
Skynet entered into a currency basis swap to stingtly convert $1.054 billion of the U.S. Term Lo&acility debt
into CAD 1.224 billion of debt. Loral Skynet tramsfed the currency basis swap to Telesat Canadatprelosing.
The fair value of this derivative contract at Debem31, 2007 resulted in an unrealized loss of Q&R million.

On November 30, 2007, Telesat Canada entered isgoi@s of five interest rate swaps to fix interasés on
$600 million of U.S. dollar denominated debt andOC830 million of Canadian dollar denominated dedstén
average term of 3.2 years. Average rates achideafdre any borrowing spread, were 4.12% on the dbfar
denominated swaps and 4.35% on the Canadian diellemminated swaps. As of December 31, 2007, thedhie
of these derivative contract liabilities was anaatized loss of CAD 6.4 million. With these tran$arts, Telesat
Canada has met its requirement under the Credilitifdao effectively fix or cap at least 50% of itanded debt.
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Capital Expenditures

Telesat Canada has entered into contracts forremtisin and launch of the Nimiq 4 satellite, and
construction of the Nimig 5 and Telstar 11N satedli The outstanding commitments as of Decembe2®17 on
these contracts are approximately $264 million.sehexpenditures will be funded by Telesat Canatish flow
from operations as well as the U.S. Term Loan dilig.

Contractual Obligations and Other Commercial Commitments

The following tables aggregate our contractualgailons and other commercial commitments as of
December 31, 2007 (in thousands).

Contractual Obligations:

Payments Due by Perioc

Less than More than

Total 1 Year 1-3 Years 4-5 Years 5 Years
Operating lease@) $ 32,76 $ 8,58¢ $14,62¢ $ 757 $ 1,97¢
Unconditional purchase obligatio(@ 567,91 495,24 70,88¢ 1,78C —
Liability to PSP®) 9,30¢€ 9,30¢€ — —
Other lon¢-term obligation«4) 30,54: 16,13¢ 14,40: — —
Total contractual cash obligatio® $640,52: $529,27: $99,91¢ $ 9,35 $ 1,97¢

Other Commercial Commitments:
Total Amount of Commitment Expiration Per Period

Amounts Less thar More than

Committed 1 Year 1-3 Years 4-5 Years 5 Years

Standby letters of crec®) $ 6,127 $6127 $ — $ — % —

(€] Represents future minimum payments under oper&agges with initial or remaining terms of one yeamore, net of subease rentals «
$0.7 million.

@ SSI/L has entered into various purchase commitnweititssuppliers due to the long lead times requttegdroduce purchased pat
®) Represents the final equitrue-up payment to PSP in connection with the Telesat Catasactior

@ Primarily represents vendor financing amounts oteeslibcontractors and commitments under employr@ahgements

(5) Does not include our commitment of approximatelg.®5million in connection with an agreement entered between SS/L and ViaSat
for the construction by SS/L for ViaSat of a higipacity broadband satellite called ViaSat-1 andFiNr48 liabilities for uncertain tax
positions of $68.0 million. On January 11, 2008,emered into certain agreements (see Note 1%téirthncial statements), pursuant to
which we are investing in the Canadian coveragéqoof the ViaSat-1 Satellite and granting to BalieCanada an option to acquire our
rights to the Canadian payload. Because the timofrigture cash outflows associated with our FINlid8ilities for uncertain tax positions
is highly uncertain, we are unable to make readgrabable estimates of the period of cash setfiehwith the respective taxing
authorities.

® Letters of credit have a maturity of one year are@ranewed annuall
Net Cash Provided by (Used in) Operating Activities

Net cash provided by operating activities for 20@& $27 million. This was primarily due to a dese@n
accounts receivable of $65 million from the collectof vendor financing from a customer and a $2Hlon
increase in cash from net income adjusted for ramiitems including an increase in income taxeslipay
attributable to taxes expensed in 2007 to be paiD08 related to the gain from the contributioswifstantially all
of the Loral Skynet assets and related liabilitee$elesat Canada. These sources of cash werallyaofiset by an
increase in contracts-in-process of $61 million améduction in customer advances of $17 millioa thucontinued
progress on the related satellite programs.

Net cash provided by operating activities for 20@% $88 million. This was primarily due to the feets
adjusted for non-cash items of $86 million, an @ae in customer advances of $51 million resuftiog timing of
satellite program milestone payments and highemuaccexpenses and other current liabilities of $ll8on in part
due to higher accrued interest. This change wapwioffset by an increase in inventory of $32lran, which will
accommodate the increased volume and a reducti®million in pension and other postretiremealbilities
primarily due to contributions made to the pengitan of $27 million (see Note 15 to the financi@tsments).
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Net cash used in operating activities for the pkfatober 2, 2005 to December 31, 2005 and fopéhimd
January 1, 2005 to October 1, 2005 was $38 miliott $144 million, respectively, totaling $182 naitii for 2005.
This was primarily due to $80 million of paymentscreditors in connection with our Plan of Reorgation, the
reduction in customer advances of $56 million beeanf continued progress on the related programishen
deferral of billings of $46 million in connectionitiv certain SS/L contracts.

Net Cash Provided By (Used in) Investing Activities

Net cash provided by investing activities for 206&s $62 million, primarily resulting from the nédfext of
cash management of short-term investments of $illi®mand net proceeds received for the contribdf Loral
Skynet to Telesat Canada of $58 million. These ghanvere partially offset by capital expenditure$36 million,
an increase in restricted cash of $20 million ametedistribution from an equity investment of $2lion.

Net cash used in investing activities for 2006 %486 million, resulting from capital expendituréds o
$82 million and the Company’s purchase of stient investments of $107 million, partially off4st proceeds froi
the sale of available-for-sale securities of $7ianland proceeds received from the dispositioarobrbital slot of
$6 million.

Net cash (used in) provided by investing activif@sthe period October 2, 2005 to December 3152aad
the period January 1, 2005 to October 1, 2005 y&)sriillion and $195 million, respectively, totadji$190 million
for 2005, primarily resulting from the insurancegeeds received for our Telstar 14 satellite.

Net Cash Provided by (Used in) Financing Activities

Net cash provided by financing activities for 2060&s $40 million, primarily resulting from the praats, net
of expenses, from the sale of preferred stock 84$gillion, the borrowing of a term loan of $141llfon from
Valley National to fund redemption of the Loral Slef Notes and the proceeds from the exercise ok stptions of
$2 million, partially offset by the distribution pfoceeds for the redemption of the Loral Skynefétred Stock of
$238 million, the repayment of the Loral Skynet &wbf $126 million, the redemption premium of $1i8iam paid
on the extinguishment of the Loral Skynet Notes eeh dividends paid on the Loral Skynet Prefe8tetk of
$12 million.

Net cash used in financing activities for 2006 Wasnillion, resulting from the cash dividend payrmen the
Loral Skynet Preferred Stock made in the third tgrar

Net cash provided by financing activities for thexipd October 2, 2005 to December 31, 2005 angé¢hied
January 1, 2005 to October 1, 2005 was $121 milioth zero, respectively, totaling $121 million 2205,
representing the proceeds from the issuance dfdre Skynet Notes (see Note 12 to the financialeshents).

Other

During 2007, we made no contributions to the gieipension plan and funded approximately $3 nmilfior
other employee post-retirement benefit plans. jpt&aber 2006, Loral made the minimum required douition of
$2.3 million to the pension plan and made an amutii voluntary contribution to the pension plar$as.2 million.
The additional voluntary contribution was madentprove the funded status of the pension plan ameldace futur
expected contributions. During 2005, we contribu#26 million to the qualified pension plan. Durip@08, based
on current estimates, we expect to contribute apmately $34 million to the qualified pension pland expect to
fund approximately $4 million for other employeespoetirement benefit plans.

Affiliate Matters

Loral has made certain investments in joint vergimethe satellite services business that are atedufor
under the equity method of accounting (see Notet8é financial statements for further informatamaffiliate
matters).
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Our consolidated statements of operations refleceffects of the following amounts related to $estions
with or investments in affiliates (in millions):

Successor Registrant Predecessor Registrant
For the Period For the Period
October 2, January 1,
Year Ended 2005 to 2005 to
December 31 December 31 October 1,
2007 2006 2005 2005
(In millions)
Revenue: $22.C $11.2 % 41 | $ 10.C
Elimination of Loral’s proportionate share of (pitsjf
losses relating to affiliate transactic 1.¢ 0.4 (2.9 0.€
Profits (losses) relating to affiliate transactiom
eliminated (1.2 0.3 2.3 (0.5

Commitments and Contingencies
Our business and operations are subject to a nuofilsggnificant risks, the most significant of whiare
summarized in Iltem 1A — Risk Factors and also iteNky to the financial statements.

ltem 7A. Quantitative and Qualitative Disclosures about MakRisk

Foreign Currency

We, in the normal course of business, are subjettiet risks associated with fluctuations in foretginrency
exchange rates. As of December 31, 2007, SS/Lhetbllowing amounts denominated in Japanese Ydn an
EUROs (which have been translated into U.S. dobbassed on the December 31, 2007 exchange ratésydha
unhedged (in millions):

Foreign Currency UsS. ¢

Future revenue— Japanese Ye ¥ 84 $ 0.7

Future expenditure— Japanese Ye ¥ 4,22; $37.€

Future expenditure— EUROs E 3.7 $5E
Interest

The Company has no long-term debt or any exposuchdnges in interest rates with respect theretor @
the close of the Telesat Canada transaction, |Skahet had debt at a fixed rate of 14.0%.

As of December 31, 2007, the only marketable seesreld by the Company was approximately
43,200 shares of Globalstar Inc. common stock. igutfie year, however, the Company did hold otheketable
securities which consisted of corporate bonds, Hotlar bonds, certificates of deposits, commengager, Federal
Agency notes and auction rate securities. We inwna$tese other marketable securities with theninte hold them
to maturity and classify them as such, exceptherauction-rate-securities which we classify adlabke-for-sale
securities. During the year we sold all of our r@iebalstar marketable securities without any Idgsrimcipal to
Loral as well as substantially all of our holding<Globalstar Inc. common stock.

Item 8. Financial Statements and Supplementary Data

See Index to Financial Statements and Financia®tnt Schedules on page F-1.

Item 9. Changes in and Disagreements with Accountants orcéenting and Financial Disclosure

None.
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Iltem 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our chief executive officer and our chief finanaidficer have evaluated the effectiveness of oscldsure
controls and procedures (as defined in Rules 13a)yHnd 15d-15(e)f the Exchange Act) as of December 31, 2
to determine whether our disclosure controls amgguures ensure that information relating to Lardal its
consolidated subsidiaries required to be disclasedr filings under the Exchange Act is recordemcessed,
summarized and reported within the time periodgi§ipe in the Securities Exchange Commission raled forms.
The term disclosure controls and procedures meamtsais and other procedures of an issuer thalesegned to
ensure that information required to be disclosethiayissuer in the reports that it files or submitgler the Exchan
Act is recorded, processed, summarized and repavign the time periods specified in the Comnosss rules
and forms. Disclosure controls and procedures delwithout limitation, controls and proceduresigiesd to
ensure that the information required to be disadsean issuer in the reports that it files or sitbmnder the
Exchange Act is accumulated and communicated tesfuer’'s management, including its principal exeeuand
principal financial officers, or persons performisignilar functions, as appropriate to allow timdbcisions
regarding required disclosure. Based on their e, our chief executive officer and chief finalofficer have
concluded that, as of December 31, 2007, our discéocontrols and procedures were not effectivetalaematerial
weakness related to the operation of internal obotrer financial reporting with respect to the @aating for and
disclosure of income taxes, as discussed belowandgement’'s Report on Internal Control over Firgnci
Reporting. Additional review, evaluation and ovghdihave been undertaken to ensure that our coased
financial statements were prepared in accordanttegeinerally accepted accounting principles an@, @sult, our
chief executive officer and chief financial offideave concluded that the consolidated financiaéstants in this
Form 10-K present fairly, in all material respeatsy financial position, results of operations @agh flows for the
periods presented.

Management’s Report on Internal Control Over Finah&eporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahcia
reporting, as such term is defined in Rule 13a)jldi(the Exchange Act. Under the supervision arth ¢hie
participation of our management, including our €kbeecutive officer and our chief financial officave conducted
an evaluation of the effectiveness of our integmadtrol over financial reporting based on the framk set forth in
Internal Control— Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway
Commission (“COSQ"). Based on our evaluation urslesh criteria, our management concluded that arrahte
weakness existed in our internal control over foiaireporting as of December 31, 2007 relateci¢ome tax
accounting. A material weakness is a deficiencg oombination of deficiencies in internal contreeofinancial
reporting such that there is a reasonable pogyilfilat a material misstatement of the annual @rim financial
statements will not be prevented or detected amely basis. Specifically, the Company did not ntaiim adequate
processes and a sufficient number of technicalfified personnel to facilitate the timely resotutiof issues
associated with the Company’s income tax closimggss primarily relating to those issues attribletat the
Telesat Canada transaction. As a result of thien@twveakness, management has concluded thataimp&hy’s
internal control over financial reporting as of Bader 31, 2007 was not effective based on therieriteInternal
Control — Integrated Framework

The effectiveness of our internal control over fioi@al reporting as of December 31, 2007 has beditealiby
Deloitte & Touche LLP, an independent registereblipiaccounting firm, as stated in its attestatieport which is
included below.

Changes in Internal Controls Over Financial Repogti

There were no changes in our internal control éwancial reporting during the quarter ended Decendi,
2007 that have materially affected or are reasgniéddly to materially affect our internal controVver financial
reporting.

The Company is evaluating several remedial stepapoove controls surrounding its income tax clgsin
process, including enhancing the technical resaurcéhe income tax accounting function and condgcin
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evaluation of organizational processes and stradtuidentify and implement the appropriate sohgicegarding its
income tax closing process including retaining &iddal external resources.

Inherent Limitations on Effectiveness of Controls

Our management, including our chief executive effiand our chief financial officer, does not exphett ou
disclosure controls or our internal control overaficial reporting will prevent or detect all ereard all fraud. A
control system, no matter how well designed andaipd, can provide only reasonable, not absolsgjrance that
the control system’s objectives will be met. Theide of a control system must reflect the fact thate are
resource constraints, and the benefits of conimoist be considered relative to their costs. Furthecause of the
inherent limitations in all control systems, no lexsion of controls can provide absolute assurdnat
misstatements due to error or fraud will not oamuthat all control issues and instances of fréduahy, within the
company have been detected. These inherent lionigtnclude the realities that judgments in deaisiaking can
be faulty and that breakdowns can occur becausingfle error or mistake. Controls can also be omeented by
the individual acts of some persons, by collusibtwo or more people or by management overridéefdontrols.
The design of any system of controls is based ihgracertain assumptions about the likelihoodubfife events,
and there can be no assurance that any desigaueikeed in achieving its stated goals under adirt future
conditions. Projections of any evaluation of colsteffectiveness to future periods are subjecisksr Over time,
controls may become inadequate because of chamgesditions or deterioration in the degree of chamge with
policies or procedures.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Loral Space & Communications Inc.
New York, New York

We have audited the internal control over financéglorting of Loral Space & Communications Inc. and
subsidiaries (the “Company”) as of December 31,720@sed on criteria establishedniternal Control —
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission. The
Company’s management is responsible for maintaieffegtive internal control over financial repogiand for its
assessment of the effectiveness of internal cootret financial reporting, included in the accomyag
Management’s Report on Internal Control Over FimariReporting. Our responsibility is to expressoginion on
the Company’s internal control over financial repay based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversightr@d
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether effective internal control over financieporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and tipgraffectiveness of internal control based o tisk, and
performing such other procedures as we considezeéssary in the circumstances. We believe thaaadit
provides a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed by, or under the supenvisi
the company’s principal executive and principaéfinial officers, or persons performing similar ftiogs, and
effected by the company’s board of directors, manaent, and other personnel to provide reasonablea@xce
regarding the reliability of financial reportingdthe preparation of financial statements for exdepurposes in
accordance with generally accepted accounting ipieee A company’s internal control over finanaiaporting
includes those policies and procedures that (pjpeto the maintenance of records that, in redslendetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) ideweasonable
assurance that transactions are recorded as nacesgarmit preparation of financial statementsad@gordance wit
generally accepted accounting principles, andréipts and expenditures of the company are breadg only in
accordance with authorizations of management amdtdis of the company; and (3) provide reasonasdeirance
regarding prevention or timely detection of unauitexd acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of the inherent limitations of internaltcohover financial reporting, including the poséti of
collusion or improper management override of cdatnmaterial misstatements due to error or fraugl nw be
prevented or detected on a timely basis. Alsogat@ns of any evaluation of the effectivenesshefinternal contr
over financial reporting to future periods are gagbjo the risk that the controls may become inadegjbecause of
changes in conditions, or that the degree of caanpé with the policies or procedures may detemorat

A material weakness is a deficiency, or a combamatif deficiencies, in internal control over fingadc
reporting, such that there is a reasonable po#gitiiat a material misstatement of the companyisual or interim
financial statements will not be prevented or deig@on a timely basis. The following material weags has been
identified and included in management’s assessment:

The Company did not maintain adequate processea aunfficient number of technically qualified
personnel to facilitate the timely resolution cfuss associated with the Company’s income tax aticau

for income taxes, the Company failed to completénitome tax accounting process in a timely manner.
This deficiency results in a more than remote ilk@dd that a material misstatement to the Company’s
income tax expense and related liabilities andrdedetax asset accounts in the annual or interim
consolidated financial statements will not be pregd or detected in a timely manner.
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This material weakness was considered in deteriithie nature, timing, and extent of audit testdiagpn
our audit of the Compang’consolidated financial statements and finant#ément schedules as of and for the
ended December 31, 2007, and this report doesfieat aur report on such consolidated financialesteents and
financial statement schedules.

In our opinion, because of the effect of the mataxieakness identified above on the achievemettiteof
objectives of the control criteria, the Company hasmaintained effective internal control overdintial reporting
as of December 31, 2007, based on the criteriblesgiad ininternal Control — Integrated Framewoigsued by th
Committee of Sponsoring Organizations of the Tremgd@ommission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated financial state@mand financial statement schedules as of antthéoyear ended
December 31, 2007, of the Company and our repteddapril 29, 2008 expressed an unqualified opiraarthose
consolidated financial statements and includedx@faeatory paragraph which indicates that as ofidgnl, 2007,
the Company changed its method of accounting foedain tax positions.

/s/ DELOITTE & TOUCHE LLP
New York, New York
April 29, 2008
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Item 9B. Other Information

None.

PART IlI

Item 10. Directors and Executive Officers of the Registra

Executive Officers of the Registrant

The following table sets forth information concemithe executive officers of Loral as of March @08.

Name

Michael B. Targoff

C. Patrick DeWitt

Avi Katz

Richard P. Mastoloni

Harvey B. Rein

John Capogrossi

Age
63

61

49

43

54

54

Position

Chief Executive Officer since March 1, 2006, Presidsince January
2008 and Vice Chairman of the Board of DirectoregiNovember
2005. Prior to that, founder of Michael B. Targ&ftCo.

Senior Vice President since January 2008. ViceitRrasfrom
November 2005 to January 2008. Vice President dfl@kal from
January 2002 to November 2005. Chief Executived®ffof SS/L since
June 2006. President of SS/L from November 20QlLitee 2006
Senior Vice President, General Counsel and Segrsiiace January
2008. Vice President, General Counsel and SecrétaryNovember
2005 to January 2008. Vice President, General Goamsl Secretary |
Old Loral from November 1999 to November 20

Senior Vice President of Finance and Treasureesianuary 2008.
Vice President and Treasurer from November 20Q&tmary 2008.
Vice President and Treasurer of Old Loral from kely 2002 to
November 2005. Vice President of Old Loral from teefber 2001 t
February 2002

Senior Vice President and Chief Financial Offidece January 2008.
Vice President and Controller from November 2003aouary 2008.
Vice President and Controller of Old Loral from A@dr996 to
November 2005

Vice President and Controller since January 20@8ckHtive Director,
Financial Planning and Analysis, from October 2@®8anuary 2008.
Assistant Controller from November 2005 to Octob@d6. Assistant
Controller of Old Loral from January 2001 to Novean2005.

With the exception of Messrs. Targoff and Capogrdke above-named executive officers of Loral were
officers of Old Loral and certain of its subsidegiwhich, on July 15, 2003, filed voluntary petisdor
reorganization under Chapter 11 of the BankruptogeC

The remaining information required under Item 10 k& presented in the Company’s 2008 definitivexgr
statement which is incorporated herein by reference

Item 11. Executive Compensatio

Information required under Iltem 11 will be presenitethe Company’s 2008 definitive proxy statement
which is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners afbnagement and Related Stockholder Matt

Information required under Iltem 12 will be presenitethe Company’s 2008 definitive proxy statement
which is incorporated herein by reference.
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Item 13. Certain Relationships and Related Transactio

Information required under Iltem 13 will be presenitethe Company’s 2008 definitive proxy statement
which is incorporated herein by reference.

Item 14. Principal Accountant Fees and Servict

Information required under Iltem 14 will be presenitethe Company’s 2008 definitive proxy statement
which is incorporated herein by reference.

PART IV

Item 15. Exhibits and Financial Statement Scheduls

(a) 1. Financial Statements

Index to Financial Statements and Financial Stamei@ehedule F-1

Loral Space & Communications Inc. and Subsidiar

Report of Independent Registered Public Accounfinm F-2

Consolidated Balance Sheets as of December 31,&00)200¢ F-4

Consolidated Statements of Operations for the yeraded December 31, 2007, and 2006 and the periods
October 2, 2005 to December 31, 2005 (SuccessastRaty) and January 1, 2005 to October 1, 2005
(Predecessor Registrai F-5

Consolidated Statements of ShareholdErglity for the years ended December 31, 2007, 806 2nd th:
periods October 2, 2005 to December 31, 2005 (Sgocdregistrant) and January 1, 2005 to October 1,
2005 (Predecessor Registra F-6

Consolidated Statements of Cash Flows for the yeaded December 31, 2007, and 2006 and the periods
October 2, 2005 to December 31, 2005 (SuccessastRaty) and January 1, 2005 to October 1, 2005
(Predecessor Registrai F-7

Notes to Consolidated Financial Stateme F-8

(a) 2. Financial Statement Schedt
Schedule | F-76

Separate Financial Statements of Subsidiariesorsatidated Pursuant Rule :-09 of Regulation -X

Telesat Holdings Inc. and Subsidiarit
Report of Independent Registered Account. F-77
Consolidated Statement of Earnings for the periotber 31, 2007 to December 31, 2( F-78
Consolidated Statement of Comprehensive Loss #opériod October 31, 2007 to December 31, 2 F-79
Consolidated Statement of Sharehol’ Equity for the period October 31, 2007 to Decen8igr2007 F-80

Consolidated Balance Sheet as of December 31, F-81
Consolidated Statement of Cash Flow for the pe@otbber 31, 2007 to December 31, 2! F-82
Notes to Consolidated Financial Stateme F-83
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Exhibit
Number
2.1
2.2
2.3
2.4
25
2.6
2.7
2.8
3.1
3.2
4.1
4.2
10.1
10.2

10.3
104

10.5

10.6

10.7

10.8

10.9

10.10

INDEX TO EXHIBITS

Description

Debtors’ Fourth Amended Joint Plan of Reorganizatimder Chapter 11 of the Bankruptcy Code dated
June 3, 2005(Z

Modification to Debtors’ Fourth Amended Plan of Rganization Under Chapter 11 of the Bankruptcy
Code dated August 1, 2005|

Letter Agreement among Loral Space & Communicatians Loral Skynet Corporation, Public Sector
Pension Investment Board, 4363205 Canada Inc. 368243 Canada Inc. dated December 14, 20(
Share Purchase Agreement among 4363213 CanadBGCIE.Inc. and Telesat Canada dated

December 16, 2006(

Letter Agreement among Loral Space & Communicatiaos Public Sector Pension Investment Board
and BCE Inc. dated December 16, 200t

Asset Transfer Agreement, dated as of August 77 200 and among 4363205 Canada Inc., Loral Skynet
Corporation and Loral Space & Communications Irf).

Amendment No. 1 to Asset Transfer Agreement, daseof September 24, 2007, by and among 4363205
Canada Inc., Loral Skynet Corporation and Loralcepa Communications Inc.(1¢

Asset Purchase Agreement, dated as of August 7, 290and among Loral Skynet Corporation, Skynet
Satellite Corporation and Loral Space & Communaailnc.(15

Restated Certificate of Incorporation of Loral Sp&Communications Inc. dated November 21, 200
Loral Space & Communications Inc. Amended and RedtBylaws dated December 17, 2007
Certificate of Designation of Series A-1 Cumulati&0% Convertible Preferred Stock and

Series /2 Convertible Preferred Stock of Loral Space & Cominations Inc.(10

Certificate of Designation of Series B-1 Cumulatiz60% Convertible Preferred Stock and

Series -2 Convertible Preferred Stock of Loral Space & Comiuoations Inc.(10

Consent Agreement among the United States Deparioh&tate, Loral Space & Communications Ltd.
and Space Systems/Loral, Inc. dated January 9,(2p

Amended and Restated Letter of Credit Reimbursergredement between Space Systems/Loral, Inc.
and JP Morgan Chase Bank, N.A. dated November(5(2)

Amended and Restated Cash Collateral Agreemend ddeember 21, 2005(:

Amended and Restated Customer Credit Agreemerstd det of July 30, 2007, by and between Sirius
Satellite Radio Inc. and Space Systems/Loral, 149,

Ancillary Agreement, dated as of August 7, 2007ahyg among Loral Space & Communications Inc.,
Loral Skynet Corporation, Public Sector Pensiorebimnent Board, 4363205 Canada Inc. and 4363230
Canada Inc.(1£

Adjustment Agreement, dated as of October 29, 208&yeen Telesat Interco Inc. (formerly 4363213
Canada Inc.), BCE Inc. and Telesat Canade

Omnibus Agreement, dated as of October 30, 200@nkbyamong Loral Space & Communications Inc.,
Loral Skynet Corporation, Public Sector Pensiorebtment Board, Red Isle Private Investments Ing. an
Telesat Holdings Inc. (formerly 4363205 Canada)(@®)

Shareholders Agreement, dated as of October 37, 2@dween Public Sector Pension Investment Board,
Red Isle Private Investments Inc., Loral Space &@umnications Inc., Loral Space & Communications
Holdings Corporation, Loral Holdings Corporatiorgral Skynet Corporation, John P. Cashman, Coli
Watson, Telesat Holdings Inc. (formerly 4363205 &#minc.), Telesat Interco Inc. (formerly 4363213
Canada Inc.), Telesat Canada and MHR Fund Managdrh€{19)

Consulting Services Agreement, dated as of Oct8be2007, by and between Loral Space &
Communications Inc. and Telesat Canada

Indemnity Agreement, dated as of October 31, 2B9And among Loral Space & Communications Inc.,
Telesat Canada, Telesat Holdings Inc., Telesatdotiic. and Henry Gerard (Hank) Intven(:
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Exhibit
Number

1011

10.12
10.13
10.14
10.15
10.16

10.17

10.18

10.19

10.20
10.21
10.22
10.23
10.24
10.25
10.26
10.27
10.28
10.29
10.30
10.31
10.32
10.33

10.34
10.35

Description

Acknowledgement and Indemnity Agreement, datedf &ctober 31, 2007, between Loral Space &
Communications Inc., Telesat Canada, Telesat Hgddinc. (formerly 4363205 Canada Inc.), Telesat
Interco Inc. (formerly 4363213 Canada Inc.) and By Tétrault LLP(19

Securities Purchase Agreement dated October 18, 28Camended and restated on February 27, 2007,
by and between Loral Space & Communications Ind.MARR Fund Management LLC(1!

Amended and Restated Registration Rights Agreedsted February 27, 2007 by and among Loral
Space & Communications Inc., Loral Skynet Corporatind the Persons Affiliated with MHR

Fund Management LLC Listed on the Signature Pagesebf(10)

Memorandum of Understanding, dated March 21, 2@@iing to Babus v. Targoff, et al.(1

Letter Agreement dated April 25, 2007 between L&@dce & Communications Inc. and MHR

Fund Management LLC(1:

Letter Agreement dated August 8, 2007 between L$palce & Communications Inc. and MHR

Fund Management LLC(1¢

Letter Agreement, dated August 29, 2007, by andrgni@ral Space & Communications, Inc. and the
holders of the outstanding Series A Cumulative % %Donvertible Preferred Stock and Series B
Cumulative 7.50% Convertible Preferred Stock ofdl@pace & Communications Inc.(1

Letter Agreement dated April 28, 2008 between L&@dce & Communications Inc. and MHR

Fund Management LLC

Partnership Interest Purchase Agreement dated Degeit, 2007 by and among GSSI, LLC, Global
Inc., Loral/DASA Globalstar, LP, Globalstar do BtaSA., Loral/DASA do Brasil Holdings Ltda., Loral
Holdings LLC, Global DASA LLC, LGP (Bermuda) LtdMlercedes-Benz do Brasil Ltda. (f/k/a
DaimlerChrysler do Brasil Ltda.) and Loral Spac&€&mmunications Inc.(2(

Beam Sharing Agreement, dated as of January 1B, 2§0and between Loral Space & Communications
Inc. and ViaSat Inc.(22

Option Agreement, dated as of January 11, 200&niybetween Loral Space & Communications Inc.
and Telesat Canada(2

Employment Agreement between Loral Space & Comnatinns Inc. and Michael B. Targoff dated
March 28, 2006(5):

Form of Officers’ and Directors’ Indemnification Agement between Loral Space & Communications
Inc. and Loral Executives(4

Officers’ and Directors’ Indemnification Agreemerdgtween Space Systems/Loral, Inc. and C. Patrick
DeWitt dated November 21, 2005(«

Loral Space & Communications Inc. 2005 Stock InisenPlan (Amended and Restated as of April 16,
2007) (13)%

Form of Non-Qualified Stock Option Agreement unteral Space & Communications Inc. 2005 Stock
Incentive Plan for Senior Management(:

Non-Qualified Stock Option Agreement under Loral Sp&dg8ommunications Inc. 2005 Stock Incentive
Plan between Loral Space & Communications Inc.Mmahael B. Targoff dated March 28, 2006(:

Non Qualified Stock Option Agreement under Loraa&p& Communications Inc. 2005 Stock Incen
Plan between Loral Space & Communications Inc.Rictiard J. Townsend dated June 19, 200€
Form of Director 2006 Restricted Stock Agreeme)¥:

Form of Director 2007 Restricted Stock Agreeme){:

Form of Employee Restricted Stock Agreement (:

Space Systems/Loral, Inc. Supplemental ExecutivedReent Plan dated January 7, 2003(
Amendment to the Space Systems/Loral, Inc. SuppiéhExecutive Retirement Plan dated
November 21, 2005(4)

Loral Space & Communications Inc. Severance PdbcyCorporate Officers(6)

General Release and Separation Agreement datedryah 2008 between Loral Space &
Communications Inc. and Richard J. Townsend (z
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Exhibit
Number

10.36
10.37

10.38
10.39
121
141
211
231
232
311
31.2
321
32.2

99.1

99.2

99.3

99.4
99.5
98.6

Description

Letter dated March 28, 2008 to Richard J. TownsZ3id(

General Release and Separation Agreement datedryai) 2008 between Loral Space &
Communications Inc. and Dean A. Olmstead (2

General Release and Separation Agreement datedryatily 2008 between Loral Space &
Communications Inc. and Eric J. Zahler (2:

Consulting Agreement dated January 4, 2008 betleeal Space & Communications Inc. and Richal
Townsend (21) :

Statement Re: Computation of Ratic

Code of Conduct, Revised as of August 1, 200

List of Subsidiaries of the Registrar

Consent of Deloitte & Touche LLF

Consent of Deloitte & Touche LLF

Certification of Chief Executive Officer pursuant18 U.S.C. § 1350, as adopted pursuant to § 3@zeof
Sarbane-Oxley Act of 20021

Certification of Chief Financial Officer pursuant18 U.S.C. § 1350, as adopted pursuant to § 3@zeof
Sarbane-Oxley Act of 20021

Certification of Chief Executive Officer pursuant18 U.S.C. § 1350, as adopted pursuant to § 9@iteof
Sarbane-Oxley Act of 20021

Certification of Chief Financial Officer pursuant18 U.S.C. § 1350, as adopted pursuant to 8 9@teof
Sarbane-Oxley Act of 20021

Credit Agreement, dated as of October 31, 2007 ngn@lesat Interco Inc. (formerly 4363213 Canada
Inc.), Telesat Holdings Inc. (formerly 4363205 Caadnc.), 4363230 Canada Inc., Telesat LLC, certain
subsidiaries of Telesat Holdings Inc., as guarantibe lenders party thereto from time to time, dyéor
Stanley Senior Funding, Inc., as administrativenagend Morgan Stanley & Co. Incorporated, as
collateral agent for the lenders, UBS Securitie€Las syndication agent, JPMorgan Chase Bank, N.A.,
The Bank of Nova Scotia, as issuing bank, and &iti) N.A., Canadian Branch or any of its lending
affiliates, as co-documentation agents, and Mo&fanley & Co. Incorporated, UBS Securities LLC and
J.P. Morgan Securities Inc., as joint lead arrasmiged joint book running managers(

Senior Bridge Loan Agreement, dated as of OctolkePB07, among Telesat Interco Inc. (formerly
4363213 Canada Inc.), Telesat Holdings Inc. (foyn#863205 Canada Inc.), 4363230 Canada Inc.,
Telesat LLC, certain subsidiaries of Telesat Hajdiinc., as guarantors, the lenders party thereto f
time to time, Morgan Stanley Senior Funding, las. administrative agent for the lenders, UBS Stes
LLC, as syndication agent, JPMorgan Chase Bank,,N##e Bank of Nova Scotia and Jefferies Finance
LLC, as co-documentation agents, and Morgan Stafl€p. Incorporated, UBS Securities LLC and
J.P. Morgan Securities Inc., as joint lead arrasmiged joint book running managers(

Senior Subordinated Bridge Loan Agreement, datesf &ctober 31, 2007, among Telesat Interco Inc.
(formerly 4363213 Canada Inc.), Telesat Holdings (formerly 4363205 Canada Inc.), 4363230 Canada
Inc., Telesat LLC, certain subsidiaries of Telddaldings Inc., as guarantors, the lenders partsetbe
from time to time, Morgan Stanley Senior Funding;.] as administrative agent for the lenders, UBS
Securities LLC, as syndication agent, JPMorgan €k, N.A., The Bank of Nova Scotia and
Jefferies Finance LLC, as co-documentation agamid Morgan Stanley & Co. Incorporated, UBS
Securities LLC and J.P. Morgan Securities Incjpas lead arrangers and joint book running mansger
(19)

Articles of Incorporation of Telesat Holdings Irfformerly 4363205 Canada Inc.)(1

By-Law No. 1 of Telesat Holdings Inc. (formerly 436320anada Inc.)(1¢

Letter Agreement dated March 28, 2008 among Lopak8 & Communications Inc., Loral Skynet
Corporation, Public Sector Pension Investment BoRetl Isle Private Investment Inc. and Telesat
Holdings Inc.(23’

(1) Incorporated by reference from the Com’s Current Report oForm &K filed on January 9, 200

70




)
®)
(4)
®)

(6)
@)

8)

©)
(10)
(11)
(12)
(13)
(14)
(15)
(16)
17
(18)
(19)
(20)
(21)
(22)
(23)

Incorporated by reference from the Comf’s Current Report oForm &K filed on June 8, 200!
Incorporated by reference from the Comg’s Current Report oForm &K filed on August 5, 200t
Incorporated by reference from the Comg’s Current Report oForm &K filed on November 23, 200:

Incorporated by reference from the Comparyigual Report on Form 10-K for the fiscal year eshde
December 31, 200!

Incorporated by reference from the Comg’s Current Report oForm &K filed on June 20, 2001

Incorporated by reference from the Compa@usrent Report on Form 8-K/A filed by the Compamy o
June 26, 200¢

Incorporated by reference from the Compa@usrent Quarterly Report on Form 10-Q filed on Asig8,
2006.

Incorporated by reference from the Comg’s Current Report oForm ¢-K filed on December 21, 200
Incorporated by reference from the Comg’s Current Report oForm &K filed on February 28, 200
Incorporated by reference from the Comg’s Current Report oForm &K filed on March 21, 2007
Incorporated by reference from the Comf’s Current Report oForm 1(-Q filed on May 10, 2007
Incorporated by reference from the Comg’s Current Report oForm &K filed on May 29, 2007
Incorporated by reference from the Comf’s Current Report oForm &K filed on August 2, 2007
Incorporated by reference from the Comf’s Current Report oForm &K filed on August 9, 2007
Incorporated by reference from the Comg’s Current Report oForm 1(-Q filed on August 9, 2007
Incorporated by reference from the Comf’s Current Report oForm &K filed on August 31, 200°
Incorporated by reference from the Comf’s Current Report oForm ¢-K filed on September 27, 20C
Incorporated by reference from the Comg’s Current Report oForm &K filed on November 2, 200
Incorporated by reference from the Comf’s Current Report oForm ¢-K filed December 21, 200
Incorporated by reference from the Comg’s Current Report oForm &K filed on January 10, 200
Incorporated by reference from the Comg’s Current Report oForm ¢-K filed on January 16, 200
Incorporated by reference from the Comg’s Current Report oForm &K filed on March 31, 200¢
Filed herewith

Management compensation pl
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&i{the Securities Exchange Act of 1934, the Regyigtha:
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

LORAL SPACE & COMMUNICATIONS INC.

By: /s/ MICHAEL B. TARGOFF

Michael B. Targoff

Vice Chairman of the Board,

Chief Executive Officer and President
Dated: April 29, 2008

Pursuant to the requirements of the Securities &xg@ Act of 1934, this report has been signed bélpithe
following persons on behalf of the Registrant amthe capacities and on the dates indicated.

Signatures Title Date
/sl MICHAEL B. TARGOFF Vice Chairman of the Board, Chief April 29, 200¢
Michael B. Targofl Executive Officer and President
/sl MARK H. RACHESKY, M.D. Director, Non-Executive Chairman of the  April 29, 200¢
Mark H. Rachesky, M.C Board
/sl SAl S. DEVABHAKTUNI Director April 29, 200¢
Sai S. Devabhaktul
/s HAL GOLDSTEIN Director April 29, 200¢
Hal Goldsteir
/s/ JOHN D. HARKEY, JR Director April 29, 200¢
John D. Harkey, J
/sl ARTHUR L. SIMON Director April 29, 200¢
Arthur L. Simon
/sl JOHN P. STENBIT Director April 29, 200¢
John P. Stenb
/sl HARVEY B. REIN Senior Vice President and CFO April 29, 200¢
Harvey B. Reir (Principal Financial Officer)
/sl JOHN CAPOGROSS Vice President and Controller April 29, 200¢
John Capogros: (Principal Accounting Officer)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Loral Space & Communications Inc.
New York, New York

We have audited the accompanying consolidated balsimeets of Loral Space & Communications Inc. and
subsidiaries (the “Company”) as of December 31,7280d 2006, and the related consolidated stateménts
operations, shareholders’ equity, and cash flowshie years ended December 31, 2007 and 200&hdqueriod
from October 2, 2005 to December 31, 2005 (Succdsgistrant operations), and for the period framuary 1,
2005 to October 1, 2005 (Predecessor Registramatipes). Our audits also included the financiatenent
schedules listed in the Index at Item 15. Thesanfiral statements and financial statement scheduethe
responsibility of the Company’s management. Oupeesibility is to express an opinion on the cordatked
financial statements and financial statement sdieechased on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversight
Board (United States). Those standards requireatbailan and perform the audit to obtain reasonasdeirance
about whether the financial statements are freaaiérial misstatement. An audit includes examingrga test
basis, evidence supporting the amounts and digéssn the financial statements. An audit alsoudek assessing
the accounting principles used and significantestés made by management, as well as evaluatirayérall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the Successor Registrant consaifihancial statements referred to above presamy,fin
all material respects, the financial position a&f @ompany as of December 31, 2007 and 2006, anéshés of its
operations and its cash flows for the years endstkBber 31, 2007 and 2006, and for the period atober 2,
2005 to December 31, 2005 in conformity with acdmgnprinciples generally accepted in the Uniteat& of
America. Further, in our opinion, the Predecessegifrant consolidated financial statements refietoeabove
present fairly, in all material respects, the cdidsted results of the Company’s operations andath flows for the
period from January 1, 2005 to October 1, 2008pinformity with accounting principles generally apted in the
United States of America. Also, in our opinion, lsdinancial statement schedules, when considereglation to th
basic consolidated financial statements takenvelscde, present fairly, in all material respectg thformation set
forth therein.

As discussed in Note 1 to the consolidated findrst&ements, the Company emerged from bankruptcy o
November 21, 2005. In connection with its emergetiee Company adopted fre-start reporting pursuant to
American Institute of Certified Public Accounta@satement of Position 90-Fjnancial Reporting by Entities in
Reorganization Under the Bankruptcy Coas of October 1, 2005. As a result, the consoldlfitencial statements
of the Successor Registrant are presented onadtitfbasis than those of the Predecessor Regiatrdntherefore,
are not comparable.

As discussed in Note 12 to the consolidated fireratatements, as of January 1, 2007, the Comgzamnge(
its method of accounting for uncertain tax possiom adopt the provisions of FASB Interpretation M@,
Accounting for Uncertainty in Income Taxes, annntetation of FASB No. 10!

As discussed in Note 15 to the consolidated firs@ratatements, as of December 31, 2006, the Company
changed its method of accounting for pensions dner@mployee benefits to adopt the provisionstafeégnent of
Financial Accounting Standards No. 1E8nployers’ Accounting for Defined Benefit Pensiad ather
Postretirement Plan

As discussed in Note 3 to the consolidated findrst&ements, as of October 1, 2005, the Compaaggdd
its method of accounting for stock-based compeoisat adopt the provisions of Statement of Findrst@ounting
Standards No. 123(Rhare-Based Payment




We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the Company’s internal controlrdirancial reporting as of December 31, 2007, bamethe
criteria established imternal Control — Integrated Frameworésued by the Committee of Sponsoring
Organizations of the Treadway Commission and opontedated April 29, 2008 expressed an adversdapon the
Company’s internal control over financial reportingcause of a material weakness.

/s/ DELOITTE & TOUCHE LLP

New York, New York
April 29, 2008
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LORAL SPACE & COMMUNICATIONS INC.
CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, n
Contract-in-process
Inventories
Other current asse
Total current asse
Property, plant and equipment, |
Long-term receivable
Investments in affiliate
Goodwill
Intangible assets, n
Other asset

Total asset

LIABILITIES AND SHAREHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Accrued employment cos
Customer advances and billings in excess of costpeofits
Income taxes payab
Accrued interest and preferred dividel
Other current liabilitie:
Total current liabilities
Pension and other postretirement liabilii
Long-term debi
Long-term liabilities
Total liabilities
Minority interest
Commitments and contingenci
Shareholder’ equity:

Series A-1 Cumulative 7.5% convertible preferrextkt $0.01 par value 2,200,000 shares

authorized, 141,953 shares issued and outstana2@07

Series B-1 Cumulative 7.5% convertible preferrexdtist $0.01 par value 2,000,000 shares

authorized, 900,821 shares issued and outstanai2@q7

Common stock, $.01 par value; 40,000,000 sharémanéd, 20,292,746 and 20,000,000 share:

issued and outstandit

Paic-in capital

Accumulated defici

Accumulated other comprehensive inco
Total shareholde’ equity

Total liabilities and sharehold¢ equity

See notes to consolidated financial statements.

December 31,
2007 2006

$ 314,69: $ 186,54.

— 106,58t

— 76,42(
109,37t 40,43
96,96¢ 82,18:
48,85( 55,53¢

569,88t 547,70(
147,82t 558,87¢
132,40( 81,16«
566,19¢ 97,20:
227,05¢ 305,69:
42,85¢ 111,74¢
16,71¢ 27,52¢
$1,702,93°  $1,729,91.

$ 69,208 $ 67,60¢

42,89( 43,79
251,95 242,66:
31,23¢ 2,567
4,97¢ 20,09:
39,51: 42,82¢

439,77¢ 419,55
152,34: 167,98

— 128,08«
137,26 153,02¢
729,38: 868,65!

— 214,25t
41,87: —
265,77 —
20¢ 20C

663,127 644,70
(33,939  (37,98)
36,51 40,07
973,55 _ 647,00:
$1,702,93 $1,729,91




LORAL SPACE & COMMUNICATIONS INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share amounts)

Predecessol
Successor Registran Registrant
For the Period | For the Period
October 2, January 1,
Year Ended Year Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
Revenues from satellite manufactur $ 76136 $ 63663 $ 161,06¢ |$ 318,58
Revenues from satellite servic 121,09: 160,70: 36,09¢ 110,59¢
Total revenue 882,45 797,33! 197,16! 429,18:
Cost of satellite manufacturir 688,99: 550,82: 138,88: 291,45
Cost of satellite service 86,21 98,61+ 26,38¢ 94,16¢
Selling, general and administrative exper 166,93t 127,08( 36,84: 79,41¢
Gain on contribution of Loral Skyn (104,947 — — —
Gain on litigation settlemel — (9,000 — —
Operating income (loss) from continuing operatibatore
reorganization expenses due to bankru 45,25¢ 29,81¢ (4,945 (35,859
Reorganization expenses due to bankru — — — (31,23¢)
Operating income (loss) from continuing operati 45,25¢ 29,81¢ (4,945 (67,095
Gain on discharge of pre-petition obligations aml-start
adjustment: — — — 1,101,45:
Interest and investment incor 39,27¢ 31,52¢ 4,12¢ 6,43¢
Interest expense (contractual interest was $3&@libie perioc
ended October 1, 200 (2,319 (23,449 (4,409 (17,21
Gain (loss) on foreign exchange contré 89,36¢ (5,750 — —
Loss on extinguishment of de (16,155
Other income (expens 2,35¢ (2,02¢) (170 (931
Income (loss) from continuing operations beforeome taxes,
equity in net losses of affiliates and minorityeirest 157,78t 30,117 (5,395 1,022,65.
Income tax (provision) bene! (83,457) (20,88() (1,752 10,90:
Income (loss) from continuing operations beforeigga net
losses of affiliates and minority intere 74,32¢ 9,237 (7,147 1,033,55:
Equity in net losses of affiliate (21,430) (7,169 (5,447 (2,796
Minority interest (23,24() (24,794 (2,667 12¢€
Income (loss) from continuing operatic 29,65¢ (22,72() (15,26)) 1,030,88:
Gain on sale of discontinued operations, net aés — — — 13,967
Net income (loss 29,65¢ $ (22,720 $ (15,26 |$ 1,044,84
Preferred dividend (29,379 — — —
Beneficial conversion feature related to the issaaof Loral
Series /-1 Preferred Stoc (25,685 — — —
Net (loss) income applicable to common sharehol $ (1540H $ (22,720 $ (15,267 |$ 1,044,84
Basic and diluted earnings (loss) per sh
Continuing operation $ 0.7 $ 1.1 % (0.7¢) |$ 23.3i
Discontinued operatior — — — 0.3z
(Loss) earnings per she $ 0.7 $ (1.1 $ (0.76) |$ 23.6¢
Weighted average shares outstand
Basic and dilute: 20,08 20,00( 20,00( 44,10¢

See notes to consolidated financial statements.
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LORAL SPACE & COMMUNICATIONS INC.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(in thousands)

Series A-1 Series E-1 Accumulated
Convertible Convertible Other Total
Preferred Stock Preferred Stock Common Stock Unearned Comprehensive Shareholders
Shares Shares Shares Paid-In Treasury Comper- Accumulated Income (Deficit)
Issued Amount  Issued Amount Issued Amount Capital Stock sation Deficit (Loss) Equity

Predecessor Registran
Balance, January 1, 20! 44,12F $4,41% $3,392,82' $(3,36() $(87) $(4,348,23)  $(89,667) $(1,044,10)
Amortization of unearne

compensatiol 60 6C
Net income 1,044,84!
Other comprehensive lo (80€)
Comprehensive incorr 1,044,04
Cancellation of Predecess

Registrant common stoc (44,12 (4,419 4,417 —
Issuance of common stock

creditors 20,00( 20C 642,06¢ 642,26¢
Fresl-start adjustmer (3,397,23) 3,36( 27 3,303,38 90,46¢ —
Balance, October 1, 20( 20,00( 20C 642,06¢ — — — — 642,26
Successor Registran
Net loss (15,267)
Other comprehensive incor 15
Comprehensive los (15,24¢)
Stock option compensatic 142 _ 142
Balance, December 31, 20 20,00( 20C 642,21( — — (15,267) 15 627,16:¢
Adjustment to initially apply

SFAS 158, net of tax, as

restatec 29,95! 29,95!
Net loss (22,720)
Other comprehensive income,

restatec 10,10¢
Comprehensive loss, as reste (12,617)
Stock based compensati 2,49¢ _ 2,49¢
Balance, December 31, 20 20,00( 20C 644,70t — — (37,989 40,07t 647,00:
Cumulative effect related 1

adoption of FIN4¢ (6,23¢) (6,23¢)
Net income 29,65¢
Other comprehensive incor (3,55¢)
Comprehensive incorr 26,10
Issuance oSeries /1 preferrec

stock 137 $40,237 (1,21%) 39,01¢
Issuance oSeries -1 preferred

stock 85¢ $253,01: (7,64¢) 245,36°
Issuance oSeries /1 preferrec

stock as payment for divider 5 1,63¢ 1,63¢
Issuance oSeries I-1 preferred

stock as payment for divider 42 12,76¢ 12,76¢
Exercise of stock optior 10¢ 1 1,92( 1,921
Restricted shares surrenderet

fund withholding taxe: (20) — (982) (982)
Stock based compensati 20k 2 26,34t 26,347
Preferred stock dividenc _ _ _ (19,379 (19,379
Balance, December 31, 20 142 $41,87¢ 901 $265,77 20,29: $ 20 $ 663,127 $§ — $: $ (33,939 $ 36,517 $ 973,55¢

See notes to consolidated financial statements.




LORAL SPACE & COMMUNICATIONS INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Successor Registran

Predecesso
Registrant

Year Ended Year Ended For the Period For the Period
December 31 December 31  October 2, 2005 tc | January 1, 2005 t(
2007 2006 December 31, 20C October 1, 200%
Operating activities
Net income (loss $ 2965¢ $ (22,720 $ (15,267 | $ 1,044,84!
Adjustments to reconcile net income (loss) to resthcprovided by (usec
in) operating activities
Non-cash item: (35,97) 108,58« 29,36¢ (2,051,330
Changes in operating assets and liabilit
Accounts receivabl 64,82¢ (9,12¢ 1,85¢ 557
Contract-in-process (60,889 5,551 42,45¢ (76,469
Inventories (15,877) (31,990 (7,899) (10,217
Long-term receivable (26€) (2,219 (13,837 (22,36))
Deposits — 9,08t (35) —
Other current assets and other as 6,36¢ (2,12)) (9,919 11,98!
Accounts payabl 6,041 (12,817 (13,250) (1,28¢
Accrued expenses and other current liabili 15,86¢ 17,75¢ (64,039 21,57
Customer advance (27,757 50,63¢ 5,73¢ (62,217)
Income taxes payab 28,71¢ 391 1,38¢ 3,07¢
Pension and other postretirement liabili 8,66 (20,459 3,077 (3,650
Long-term liabilities (2,282) (3,72% 33t 1,84¢
Other 4 165 1,48( (196€)
Net cash provided by (used in) operating activi 27,12 88,00: (38,53)) (143,82))
Investing activities
Capital expenditure (95,767 (82,157 (4,972) (4,64¢
(Increase) decrease in restricted cash in es (29,709 (329) (54) 1,56¢
Insurance proceeds receiv — — — 205,00(
Proceeds received for the contribution of Loral i@ynet of cash
contributec 57,59! — — —
Proceeds received from disposition of orbital — 5,74z — —
Proceeds from the sale of assets, net of expt — — — 144
Distribution from an equity investme 2,95t 25C — —
Proceeds from the sale of short-term investmerdsaaailable-for-sale
securities 468,57 7,09¢ — —
Purchase of shc-term investment (350,89% (106,589) — —
Investments in and advances to affilie (1,237) — (63) (7,359
Net cash provided by (used in) investing activi 61,51¢ (175,979 (5,089) 194,70°
Financing activities
Proceeds from term loan (Loral Skynet Notes refairag facility) 141,05( — — —
Repayment of Loral Skynet Not (126,000 — — —
10% redemption fee on extinguishment of Loral Skysetes (12,600 — — —
Preferred stock issuance cc (8,869 — — —
Proceeds from the sale of Se-1 preferred stoc 293,25( — — —
Redemption of Loral Skynet Preferred St (237,599 — — —
Proceeds from the exercise of stock opti 2,097
Proceeds from Loral Skynet Not — — 120,76: —
Cash dividends paid on Loral Skynet Preferred S (11,829 (1,27¢) — —
Net cash provided by (used in) financing activi 39,51( (1,27¢) 120,76: —
Increase (decrease) in cash and cash equiv: 128,15: (89,25¢) 77,14% 50,88(
Cash and cash equivale— beginning of perioc 186,54 275,79t 198,65: 147,77:
Cash and cash equivale— end of perioc $ 31469: $ 18654: $ 275,79¢ | $ 198,65:

See notes to consolidated financial statements.
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LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Principal Business

Loral Space & Communications Inc. (“New Loral”)g&ther with its subsidiaries is a leading satellite
communications company with substantial activitiesatellite manufacturing and investments in siteebased
communications services. New Loral, a Delaware @@iion, was formed on June 24, 2005, to succe#ttto
business conducted by its predecessor registrard) Bpace & Communications Ltd. (“Old Loral”), wehiemerged
from chapter 11 of the federal bankruptcy laws @vé&mber 21, 2005 (the “Effective Date”).

The terms “Loral,” the “Company,” “we,” “our” andus” when used in these financial statements with re
to the period prior to the Effective Date, are refees to Old Loral, and when used with respetiiégeriod
commencing on and after the Effective Date, areregfces to New Loral. These references includsubsidiaries
of Old Loral or New Loral, as the case may be, ssletherwise indicated or the context otherwiseireq.

Loral is organized into two segments:

Satellite Manufacturing:

Our subsidiary, Space Systems/Loral, Inc. (“SS/H8signs and manufactures satellites, space sy
and space system components for commercial andmyoesit customers whose applications include fixed
satellite services (“FSS”), direct-to-home (“DTHj)oadcasting, mobile satellite services (“MSS”),
broadband data distribution, wireless telephongitai radio, digital mobile broadcasting, military
communications, weather monitoring and air traffianagement.

Satellite Services:

Until October 31, 2007, the operations of our ditdetervices segment were conducted through Loral
Skynet Corporation (“Loral Skynet”), which leasedrtsponder capacity to commercial and government
customers for video distribution and broadcastirigh-speed data distribution, Internet access and
communications, and provided managed network ses\tic customers using a hybrid satellite and greund
based system. It also provided professional sesygch as fleet operating services, to otherlgatel
operators. At October 31, 2007, Loral Skynet had fo-orbit satellites and had one satellite under
construction at SS/L.

On October 31, 2007, Loral and its Canadian partgblic Sector Pension Investment Board
(“PSP"), through Telesat Holdings Inc. (“Telesatlthtm”), a newly-formed joint venture, completed the
acquisition of Telesat Canada from BCE Inc. (“BCHf) connection with this acquisition, Loral traestd
on that same date substantially all of the assetselated liabilities of Loral Skynet to Telesairada. Loral
holds a 64% economic interest and & B3% voting interest in Telesat Holdco, the ultimasegnt company
of the resulting new entity (see Note 8). We useetuity method of accounting for our investment étesa
Canada.

We refer to the acquisition of Telesat Canada had¢lated transfer of Loral Skynet to Telesat
Canada as the Telesat Canada transaction. Referentelesat Canada with respect to periods poithe
closing of this transaction are references to thesisliary of BCE and with respect to the perio@iafte
closing of this transaction are references to Etle®ldco and/or its subsidiaries, as appropriaimilarly,
unless otherwise indicated, references to Lorah8kwith respect to periods prior to the closinghi$
transaction are references to the operations dlisosatellite services segment as conducted thraogal
Skynet and with respect to the period commencingrahafter the closing of this transaction aregléited to
the fixed satellite services business, referenzéise Loral Skynet operations within Telesat Canada
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LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

2. Bankruptcy Filings and Reorganization

On July 15, 2003, Old Loral and certain of its sdiasies (the “Debtor Subsidiaries” and collectivalith
Old Loral, the “Debtors”), including Loral Space@ommunications Holdings Corporation (formerly knoas
Loral Space & Communications Corporation), Lorah&Com Corporation (“Loral SpaceCom”), SS/L andalor
Orion, Inc. (now known as Loral Skynet Corporatidiigd voluntary petitions for reorganization unaapter 11
of title 11 (“Chapter 11”) of the United States @qthe “Bankruptcy Code”) in the U.S. Bankruptcyu@dor the
Southern District of New York (the “Bankruptcy CtifLead Case No. 03-41710 (RDD), Case Nos. 030917
(RDD) through 03-41728 (RDD)) (the “Chapter 11 GdseAlso on July 15, 2003, Old Loral and one sf it
Bermuda subsidiaries (the “Bermuda Group”) filedapial insolvency proceedings in the Supreme Cofirt
Bermuda (the “Bermuda Court”), and, on that ddie,Bermuda Court entered an order appointing cepaitners
of KPMG as Joint Provisional Liquidators (“JPLsH)liespect of the Bermuda Group (see Note 3).

The Debtors emerged from Chapter 11 on the Effeddiate pursuant to the terms of their fourth amdnde
joint plan of reorganization, as modified (‘Plan of Reorganization”). The Plan of Reorganizathad previously
been confirmed by order (the “Confirmation Ordesf)the Bankruptcy Court entered on August 1, 200Fsuant t
the Plan of Reorganization, among other thingsptisness and operations of Old Loral were transfieio New
Loral, and Loral Skynet and SS/L emerged intactegmarate subsidiaries of reorganized Loral.

Pursuant to the Plan of Reorganization:

« 20 million shares of New Loral common stock wemied to our distribution agent on the Effectiveeat
19.9 million of which have been distributed to dtes as of December 31, 2007. The remaining
undistributed shares of New Loral common stock Haeen reserved to cover disputed claims and will be
distributed quarterly in accordance with the PlaReorganization upon resolution of those clai

« $200 million of Loral Skynet preferred stock wasued to our distribution agent on the EffectiveeDat
$199.2 million of which has been distributed toditers. This preferred stock was redeemed in caiorec
with the Telesat Canada transaction. As for theaieimg $0.8 million that had not been distributedé
the redemption date, upon resolution of disputadrd, the redemption amount plus accrued interest
through the redemption date corresponding to sadhstributed shares will be distributed to creditor
accordance with the Plan of Reorganizat

 Pursuant to a rights offering, Loral Skynet issnadhe Effective Date, $126 million, principal anmbuof
senior secured notes (the “Loral Skynet Notes”, et 10) to certain creditors who subscribed e t
notes and to certain creditors who committed t@lpase any unsubscribed notes (i.e., “backstoped” t
offering). These notes were redeemed in connewtitinthe Telesat Canada transacti

3. Basis of Presentatior

The consolidated financial statements have begraped in accordance with accounting principles gahye
accepted in the United States of America and irethé@ results of Loral and its subsidiaries. Alencompany
transactions have been eliminated. Referencegetbonsolidated financial statements to the Pesdec
Registrant refer to Loral until October 1, 2005 aefiérences to the Successor Registrant refer rtal bfter
October 1, 2005 and after giving effect to the didopof fresh-start accounting.

The accompanying consolidated financial statemientthe Predecessor Registrant have been prepared i
accordance with Statement of Position No. 96idancial Reporting of Entities in Reorganizationdér the
Bankruptcy Cod(*SOP 90-7") and on a going concern basis, whiaht@mplates continuing operations, realization
of assets and liquidation of liabilities in the wrary course of business. In addition, the constdid statements of
operations of the Predecessor Registrant portrayesults of operations during the Chapter 11 pdo®s. As a
result, any revenue, expenses, realized gainsomsdd, and provision for losses resulting direfotign the
reorganization and restructuring of the organizatice reported separately as reorganization itévesdid not
prepare combining financial statements for Old Laral its Debtor Subsidiaries, since the subsie&tiat
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LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

did not file voluntary petitions for reorganizationder Chapter 11 of the Bankruptcy Code were irenaltto our
consolidated financial statements.

As noted above, we emerged from bankruptcy on Ndezrd1, 2005 and pursuant to SOP 90-7, we adopted
fresh-start accounting as of October 1, 2005 aneroéned the fair value of our assets and liab#itiUpon
emergence, our reorganization enterprise valuetsrdined by the Bankruptcy Court was approximately
$970 million, which after reduction for the fairlua of the Loral Skynet Notes and Loral Skynet'si&eA
preferred stock (see Notes 10 and 13 Mimtbrity Interestbelow), resulted in a reorganization equity valéie o
approximately $642 million. This reorganization #gwalue was allocated to our assets and liabditOur assets
and liabilities were stated at fair value in aceorck with Statement of Financial Accounting StadslgtSFAS”)

No. 141,Business Combinatiorfs§SFAS 141"). In addition, our accumulated defigias eliminated, and our new
debt and equity were recorded in accordance wétridutions pursuant to the Plan of Reorganizatime Note 4).

Investments in Telesat Canada and XTAR, L.L.C. (ART') are accounted for using the equity method of
accounting. Income and losses of affiliates arended based on our beneficial interest. Intercompaafit arising
from transactions with affiliates is eliminatedth® extent of our beneficial interest. Equity isdes of affiliates is
not recognized after the carrying value of an itwest, including advances and loans, has been eddoczero,
unless guarantees or other funding obligationg.e®ie capitalize interest cost on our investmeuntsi] such entitie
commence commercial operations. The Company manit®equity method investments for factors indigat
other-than-temporary impairment. An impairment lagsild be recognized when there has been a lossiile of
the affiliate that is other than temporary.

Use of Estimates in Preparation of Financial Stateis

The preparation of financial statements in confeymiith generally accepted accounting principlethia
United States of America (“U.S. GAAP”) requires ragament to make estimates and assumptions that Hfée
reported amounts of assets and liabilities andalisice of contingent assets and liabilities atdhte of the financial
statements and the amounts of revenues and expepseted for the period. Actual results could afiffrom
estimates.

Most of our satellite manufacturing revenue is agged with long-term contracts which require siigaint
estimates. These estimates include forecasts tf and schedules, estimating contract revenuestetatcontract
performance (including orbital incentives) and p¢ential for component obsolescence in conneatidim long-
term procurements. Significant estimates also theline estimated useful lives of our satellitesepproperty, plar
and equipment, and finite lived intangible assis fair value of indefinite lived intangible assehe fair value of
stock based compensation, the realization of dedeiax assets, gains or losses on derivative imsinis and our
pension liabilities.

Cash and Cash Equivalents, Short-term Investmamisi@ailable for sale securities

As of December 31, 2007, the Company had $315anilif cash and cash equivalents, and $24 million of
restricted cash ($13 million included in other emtrassets and $11 million included in other asseisur
consolidated balance sheet). Cash and cash equivatelude liquid investments with maturities e$$ than
90 days at the time of purchase. Short-term investsiconsist of investments whose maturity at tineurchase
was greater than 90 days and less than one y@arestments which had been lotegm whose final maturity is le
than one year from December 31. Management detesntiite appropriate classification of its investraattthe
time of purchase and at each balance sheet dateshOri-term investments typically include corperabnds, Euro
dollar bonds, certificates of deposit, commercagbgr, Federal Agency notes and auction rate sexsuruction
rate securities, long-term obligations that arel smld purchased through an auction process foriadpef 7, 28, 35
or 49 days, are considered to be short-term investsrand are classified as available for sale ge=sutWe had no
auction rate securities at December 31, 2007 amddlrying value of our auction rate securitiesfdSecember 31,
2006, approximated their cost. Investments in plptraded common stock are classified as
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LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

available for sale securities. Available for sadewgities are carried at fair value with unrealipaihs and losses, if
any, reported in accumulated other comprehens@nire.

Concentration of Credit Risk

Financial instruments which potentially subjectagsoncentrations of credit risk consist princigaf cash
and cash equivalents, foreign exchange contramtstacts-in-process, longrm receivables and advances and i
to affiliates (see Note 8). Our cash and cash edgiivs are maintained with high-creditality financial institutions
Historically, our customers have been primarilg&amultinational corporations and U.S. and forgjgaernments
for which the creditworthiness was generally sutitséh In recent years, we have added commercistbooers
which are highly leveraged, as well as those indiivelopment stage, some of which are partiallgéah
Management believes that its credit evaluationr@md and monitoring processes combined with catdic billing
arrangements provide for effective management tdrg@l credit risks with regard to our currenttouser base.

Receivables

As of December 31, 2006, accounts receivable westeaed by an allowance for doubtful accounts of
$1.6 million.

Inventories

Inventories consist principally of parts and subagislies used in the manufacture of satellites whiave no
been specifically identified to contracts-in-pragesnd are valued at the lower of cost or markest G determined
using the first-in-first-ou(FIFO) or average cost method. As of December 807 2and 2006, inventory was redu
by an allowance for obsolescence of $28.4 milliod $29.6 million, respectively.

Property, Plant and Equipment

As of October 1, 2005, we adopted fresh-start aatbog and our property, plant and equipment were
recorded at their fair values using the plannedréutise of each asset or group of assets, quotdenmaices for
assets where a market exists for such assetsxpleeted future revenue and profitability of theibass unit
utilizing such assets and the expected futureofifeuch assets. In our determination of fair value also considere
whether an asset would be sold either individuatlyith other assets and the proceeds we expezteteive from
such a sale. Assumptions relating to the expecirnld use of individual assets could affect thevalue of such
assets and the depreciation expense recordeddéteseich assets in the future. Depreciation wasiged on the
straight-line method for satellites and relatedigopent over the estimated useful lives of the exlatssets.
Depreciation is provided primarily on accelerateetimods for other owned assets over the estimatfdidge of
the related assets. Leasehold improvements ardiaetbover the shorter of the lease term or thismaséd useful
life of the improvements. Below are the estimateeiful lives of our property, plant and equipmentfs
December 31, 2007:

Years
Land improvement 20
Buildings and building improvemen 10 to 4¢
Leasehold improvemen 2to 1i
Equipment, furniture and fixture 5to 1(

Costs incurred through October 30, 2007 in conoaatiith the construction and successful deploynoént
Loral Skynet satellites and related equipment wamstalized. Such costs included direct contrastgallocated
indirect costs, launch costs, launch and in-odst insurance and construction period interestit@laged interest
related to the construction of satellites for 208006 and 2005 was $8.4 million, $2.2 million afdd fespectively.
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All capitalized satellite costs were amortized other estimated useful life of the related satellitee estimated
useful life of the satellites was determined byieegring analyses performed at the satellite’sirvise date.
Satellite lives were reevaluated periodically basedipdated engineering analyses. Losses from oessitil
launches and in-orbit failures of our satellites; of insurance proceeds (so long as such amowerts determinable
and receipt was probable), were recorded in thegerloss occurred (see Valuation of Satellitess laong-Lived
Assets below). Satellite transponder rights, représg the contractual right to satellite transpemzhpacity for the
economic life of a satellite, are accounted focagital leases, included in fixed assets and degisgtover their
estimated useful life. Depreciation of satelli@nsponder rights is included in cost of sateli@e/iges. On

October 31, 2007, all Loral Skynet satellites agldted equipment were contributed to Telesat Caimadannectior
with the Telesat Canada transaction (see Note 8).

Valuation of Satellites and Long-Lived Assets

The carrying values of our satellites and longdiessets are reviewed for impairment in accordariite
SFAS 144 Accounting for the Impairment or Disposal of Loiget Assets We periodically evaluate potential
impairment loss relating to our satellites and ptbeg-lived assets, when a change in circumstaacesrs, by
assessing whether the carrying amount of thesésasae be recovered over their remaining livesughathe future
undiscounted expected cash flows to be generatdididsg assets (excluding financing costs). If tteeeted
undiscounted future cash flows are less than thgiog value of the long-lived asset, an impairmetmarge would
be recorded based on such asset’s carrying vakeeciss of its estimated fair value. Changes imasts of future
cash flows could result in an impairment of theeags a future period. On October 31, 2007 ourlkizte were
contributed to Telesat Canada as part of the Te@saada transaction (see Note 8).

Goodwill and Other Intangible Assets

Goodwill represents the amount by which the Comfsargorganization equity value exceeded the fdinea
of its tangible assets and identified intangibleecs less its liabilities, as of October 1, 200&sBant to the
provisions of SFAS No. 14Z00dwill and Other Intangible AssetSFAS 142"), goodwill is not amortized and is
subject to an annual impairment test which the Camggperforms on an annual basis in the fourth guafteach
fiscal year. Our test of goodwill impairment for@0did not result in any impairment. Goodwill wdleeated to ou
reporting units (operating segment or one leveblwedn operating segment). SFAS 142 requires thep@agnto
compare the fair value of the reporting unit tocisrying amount on an annual basis to determitieeife is potenti
impairment. If the fair value of the reporting uisiless than its carrying value, an impairmens issecorded to the
extent that the implied fair value of the goodwilthin the reporting unit is less than its carrywejue.

Intangible assets consist primarily of backlogeintlly developed software and technology, orlsitats
(until October 31, 2007), trade names and custaogaiationships (until October 31, 2007), all of winiwere
recorded at fair value in connection with the adwpdf freshstart accounting. The fair values were calculatgdg
several approaches that encompassed the use sbesamings, relief from royalty and the build-ugthods. The
excess earnings, relief from royalty and build-ppraaches are variations of the income approach.ifidome
approach, more commonly known as the discounteld fb@s approach, estimates fair value based orcésé flows
that an asset can be expected to generate oweseitgl life. Identifiable intangible assets withife useful lives are
amortized on a straight-line basis over the estahateful lives of the assets.

Contingencies

Contingencies by their nature relate to uncertaatiat require management to exercise judgmehtibot
assessing the likelihood that a liability has beenirred as well as in estimating the amount oéptal loss, if any.
We accrue for costs relating to litigation, claiem® other contingent matters when such liabiliiesome probable
and reasonably estimable. Such estimates may lee lbasadvice from third parties or on managemegatigment,
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as appropriate. Actual amounts paid may differ faampunts estimated, and such differences will laeged to
operations in the period in which the final deteration of the liability is made.

Revenue Recognition
Satellite Manufacturing

Revenue from satellite sales under long-term figade contracts is recognized following the prowis of
Statement of Position 81-Accounting for Performance of Construction-Type &adtain Production-Type
Contracts, using the cost-to-cost percentage-of-completiethimd. Revenue includes the basic contract pride an
estimated amounts for penalties and incentive paynecluding award fees, performance incentiaes, estimate
orbital incentives discounted to their present gadtilaunch date. Costs include the developmeotte&quired for
the production of high-technology satellites, nenurring engineering and design efforts in earkyquks of contract
performance, as well as the cost of qualificatestihg requirements. Contracts are typically sukjetermination
for convenience or for default. If a contract isnieated for convenience by a customer or duedastomer’s
default, we are generally entitled to our costsiired plus a reasonable profit.

Revenue under cost-reimbursable type contracecizgnized as costs are incurred; incentive fees are
estimated and recognized over the contract term.

U.S. government contract risks include dependendatoire appropriations and administrative allottrei
funds and changes in government policies. Costgiied under U.S. government contracts are sulyjestidit.
Management believes the results of such auditsnetlhave a material effect on Loral’s financiakjion or its
results of operations.

Losses on contracts are recognized when determiteadsions in profit estimates are reflected inpkeod
in which the conditions that require the revisi@ctme known and are estimable. In accordance ndlirsiry
practice, contracts-in-process include unbilled amte relating to contracts and programs with loradpction
cycles, a portion of which may not be billable viritene year.

Loral Skynet

Through the closing of the Telesat Canada trarmacin October 31, 2007, satellite capacity and ogktw
services were provided under lease and networkcgsragreements that generally provided for theofisatellite
transponders and, in certain cases, earth statiwhsther terrestrial communications equipmenpéiods
generally ranging from one year to the end ofdif¢he satellite. Some of these agreements hadicebligations,
including providing spare or substitute capacitgvailable, in the event of satellite failurenth spare or substitute
capacity was available, the agreement may be tattedn Revenue under transponder lease and neteikes
agreements was recognized as services were pedoprevided that a contract existed, the price fivesl or
determinable and collectibility was reasonably essuRevenues under contracts that included fizadd payment
increases were recognized on a straight-line lmagisthe life of the lease.

Lease contracts qualifying for capital lease tresatintypically based, among other factors, uporteha of
the lease and the transfer of substantially athefbenefits and risks incident to the ownershitheftransponder or
satellite, were accounted for as sales-type le&srssales-type lease transactions, we recognzeevanue the net
present value of the future minimum lease paymentke cash received for prepaid lease arrangememéscost
basis of the transponder was charged to cost e sBluring the life of the lease, we recognizeth&sest income i
each respective period, that portion of each pariedse payment, if any, deemed to be attributabieterest. The
balance of each periodic lease payment, repreggptincipal repayment, was recognized as a reductidghe net
investment in sales-type leases.

Other terrestrial communications equipment reprissegtwork elements (such as antennas and trarigmiss
equipment) necessary to enable communication betwestiple terrestrial locations through a customer
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selected satellite communications service proviexenue from equipment sales was recognized upzeptance
by the customer or upon delivery, if the equipnedrgady met all of the criteria and specificatianghe customer-
specific acceptance provision, provided that aremhtexisted, the price was fixed or determinablg eollectibility
was reasonably assured. Revenues under arrangetmaritscluded both services and equipment elemeets
allocated based on the relative fair values ofleenents of the arrangement; otherwise, revenuaecagnized as
services were provided over the life of the arranget.

Research and Development

Independent research and development costs, wheatxpensed as incurred, were $37 million for 2007,
$20 million for 2006 and $7 million and $5 millidar the periods from January 1, 2005 to Octob&0D5 and fror
October 2, 2005 to December 31, 2005, respectiaglg,are included in selling, general and admitiste expense
in our statement of operations.

Derivative Instruments

We follow SFAS No. 133Accounting for Derivative Instruments and Hedgirgivities (“SFAS 133") as
amended and interpreted, which among other thiegsires that all derivative instruments be recomiethe
balance sheet at their fair value. During Decen2866 and January 2007, we entered into certaivatere
investments to minimize our exposure to currenggttlations associated with our acquisition of Tel€zanada (s¢
Notes 8 and 16). On October 23, 2007, such invegBneere contributed to Telesat Holdco as parhefTielesa
Canada transaction.

Minority Interest

On November 21, 2005, Loral Skynet issued one anilbf its two million authorized shares of Serie§ 2%
non-convertible preferred stock, $0.01 par valuespare (the “Loral Skynet Preferred Stock”), whictre
distributed in accordance with the Plan of Reorgatidn.

The Loral Skynet Preferred Stock is reflected asanity interest on our consolidated balance sheeff a
December 31, 2006, and dividends on Loral Skyneteifred Stock are reflected as minority interesbon
consolidated statements of operations for the yeraded December 31, 2007 and 2006 and for thechBom
October 2, 2005 to December 31, 2005. On Novemp20®/ all of the issued and outstanding sharésfl
Skynet Preferred Stock were redeemed in conneutittnthe completion of the Telesat Canada transaditee
Note 13).

Stock-Based Compensation

Effective October 1, 2005, in connection with odoption of fresh-start accounting, we adopted #ie f
value method of accounting for stock based compemsdor all stock options granted by us after @betr 1, 2005,
pursuant to the prospective method provisions &SRo. 123(R)Share-Based PaymefiSFAS 123R"). Stock
options granted to non-employees are accounteid Biecordance with EITF Issue No. 96-28counting for Equit
Instruments That Are Issued to Other Than Emplof@e&cquiring, or in Conjunction with Selling, Gd® or
Serviceg“EITF 96-18"). We use the Black-Scholes-Mertonioptpricing model to measure fair value of these
stock option awards. This is the same method we umsprior years for disclosure purposes. The Bl&chkoles-
Merton model requires us to make significant judgteeegarding the assumptions used within the mdldeimost
significant of which are the stock price volatilgsumption, the expected life of the option awtrel risk-free rate
of return and dividends during the expected term.

We emerged from bankruptcy on November 21, 2008 aana result, we do not have sufficient stockepric
history upon which to base our volatility assumptitm determining the volatility used in our modsk considered
the volatility of the stock prices of selected camies in the satellite industry, the nature of ¢hoempanies, our
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emergence from bankruptcy and other factors inrgeigng our stock price volatility. We based outimste of the
average life of a stock option using the midpoitteen the vesting and expiration dates as alldwe®EC Staff
Accounting Bulletin No. 107Share-Based Paymen®ur risk-free rate of return assumption for opsievas based
on term-matching, nominal, monthly U.S. Treasurgstant maturity rates as of the date of grant. ¥éaimed no
dividends during the expected term.

Prior to October 1, 2005, we followed the discl@sanly provisions of SFAS No. 148¢counting for Stock-
Based Compensati-Transition and Disclosuré'SFAS 148"), an amendment of SFAS No. 128¢ounting for
Stock-Based CompensatiiBFAS 123"). We accounted for stock-based comp@msdor employees using the
intrinsic value method (as defined below) as pibsdrby Accounting Principles Board Opinion No. 28counting
for Stock Issued to Employe(*APB 25”), and related interpretations. Under APB 25, no camepBon expense w
recognized for employee share option grants bedhesexercise price of the options granted equilednarket
price of the underlying shares on the date of gfthet “intrinsic value method”). We used the Blgg&holesMerton
option pricing model to determine the pro formaeeff If we had used the fair value method under SEA3, our
pro forma net loss and pro forma loss per sharddwaat have been materially different than repodadhe
accompanying consolidated statements of operatartbe period January 1, 2005 to October 1, 2005.

Deferred Compensation

Pursuant to the Plan of Reorganization we entereddeferred compensation arrangements for cekigin
employees that generally vest over four years apdeafter seven years. The initial deferred conspdion awards
were calculated by multiplying $9.44 by the numbkshares of common stock underlying the stockomstigranted
to these key employees (see Note 13). We are augtbe liability through charges to expense ohervesting
period. The deferred compensation cost chargeggerese, net of estimated forfeitures, was $6.4onilhnd
$3.2 million for the years ended December 31, 280 2006 and $0.2 million for the period Octobe2@)5 to
December 31, 2005. As of December 31, 2007, thae$2.5 million of unrecognized deferred compepsatiat
will be charged to expense over the remaining mggteriod. The value of the deferred compensatiap decline
depending on stock price performance within a @efirange, until the occurrence of certain eventduding the
exercise of the related stock options and vestiigaacelerate if there is a change of control afirabd. In
connection with the Telesat Canada transactioniwtlizssed on October 31, 2007, deferred compensatishof
$2.6 million was charged to expense due to acdelérgesting from change in control provisions.

Income Taxes

Loral Space & Communications Inc. and its subsidgare subject to U.S. federal, state and localrme
taxation on their worldwide income and foreign t@a on certain income from sources outside thaddhStates.
Telesat Canada is subject to tax in Canada and jottiedictions and Loral will provide in operatimgrnings any
additional U.S. current or deferred tax requireddmtributions or deemed distributions receivedrfroelesat
Canada.

Deferred income taxes reflect the future tax eftédemporary differences between the carrying amot
assets and liabilities for financial and incomerigporting and are measured by applying statutbrydtes in effect
for the year during which the differences are eigeto reverse. Deferred tax assets are reduced/bjuation
allowance to the extent it is more likely than tiwt the deferred tax assets will not be realiZed. reduction to the
balance of the valuation allowance as of Octob@005 will first reduce goodwill, and then othetaingible assets
with any excess treated as an increase to paidgitat (see Note 12).

Effective January 1, 2007, we adopted the Finagabunting Standards Board (“FASB”) Interpretation
No. 48,Accounting for Uncertainty in Income Taxes, anfiptetation of FASB Statement No. 10BIN 48").
FIN 48 clarifies the accounting for uncertaintyiicome taxes recognized in a company'’s financatkstents and
prescribes a recognition threshold and measureattitiute for the financial statement recognitioml a
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measurement of tax positions taken or expecteeé taken in a tax return. For benefits to be reczaghin the
financial statements, a tax position must be mikedyl-than-not to be sustained upon examinatiomhigytaxing
authorities based on the technical merits of th&@tjpm. The amount recognized is measured as thedaamount of
benefit that is greater than 50 percent likely @hly realized upon ultimate settlement. The in&giron also
provides guidance on de-recognition, classificatioterest and penalties, accounting in interimqaks, disclosure
and transition. The Company recognizes accruedest@and penalties related to uncertain tax positio income
tax expense.

Prior to adopting FIN 48, our policy was to maint&ax contingency liabilities for potential audisues. The
tax contingency liabilities were based on our eatarof the probable amount of additional taxes ey be due in
the future. Any additional taxes due would be dateed only upon completion of current and futurédiel, state
and international tax audits. At December 31, 20@6had $42.6 million of tax contingency liabilgiencluded in
long-term liabilities.
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Additional Cash Flow Information

The following represents non-cash activities argptemental information to the consolidated statesieh

cash flows (in thousands):

Non-cash operating item

Gain on contribution of Loral Skyn

Gain on discharge of pre-petition obligations an
frest-start adjustment

Gain on sale of discontinued operations, net o

Equity in net losses of affiliate

Satmex settlemel

Minority interest

Deferred taxe

Depreciation and amortizatic

Stock based compensati

Impairment of cost basis investme

Provisions for inventory obsolescer

Warranty expense accruals (accrual rever:

(Recoveries of) provisions for bad debts on billed
receivables

Adjustment to revenue straightlining assessr

Write-off of construction in proces

Loss on equipment dispos:

Loss on extinguishment of de

Curtailment gair

Amortization of prior service credit and actuarial
gains

Gain on disposition of an orbital sl

Gain on disposition of available for sale secusi

Non-cash net interest and (gain) loss on foreign
currency transactions and contre

Net nor-cash operating iterr

Predecessol
Successor Registran Registrant
For the Period | For the Period
October 2, January 1,
Year Ended Year Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
$ (104,94) $ — % — |$ —
— — — | (1,101,453
— — — (13,967
21,43( 7,16: 5,44} 2,79¢€
— (18,60%) — —
23,24( 24,79 2,661 (126,
32,20¢ 9,10¢ — (16,134
76,91( 68,30( 16,02¢ 61,27:
26,34 2,997 — —
— 3,00( — —
54z 1,67¢ 1,52¢ 2,12
(18,879 12,18( 2,704 11,85(
(1,917 35¢€ 952 (2,880
(204) — 46 1,031
2,16¢
— — — 3,45¢
16,15¢ — — —
(1,686) - - -
(3,285 — — —
(3,600 (1,149 — —
(11,089 (7,09¢) — —
(89,364 5,86¢ = 695
$ (3597) $ 10858« $  29,36¢ |$(1,051,33C
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Non-cash financing activities
Issuance of Preferred stock by subsidiary as
payment for divident

Issuance of Loral Series-1 Preferred Stock as
payment for dividen:

Accrued dividend on Series A-1 and
Series -1 Preferred Stoc

Increase in restricted cash related to debt pra

Supplemental informatior
Interest paic

Taxes paid, net of refun
Cash (paid) received for reorganization ite

Professional fee
Employee retention cos
Restructuring cosl
Interest incom

Vendor settlemer

New Accounting Pronouncemel
SFAS 157

Predecessor
Successor Registran Registrant
For the Period | For the Period
October 2, January 1,
Year Ended Year Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
$ 2334: $ 1426( $ — | $ —
$ 14,400 $ — % — |9 =
$ 497¢ $ — 9 — |$ —
$ — 3 — 9 — |$  98,73¢
$ 24897 $ 1792 $ 15,54¢ | $ —
$ 5290 $ 6365 $ (419 | $ 2,16¢€
$ (16C) $ (9,58) $ (9,650 [$ (17,533
$ (4,790
$ (740 $ (55)
$ 2,53¢
$ (432)

In September 2006, the FASB issued SFAS No. E&if,Value Measuremen{§SFAS 157”), to define fair
value, establish a framework for measuring faiueah accordance with U.S. GAAP and expand discéssabout
fair value measurements. SFAS 157 requires quéngtdisclosures using a tabular format in all pdsi (interim
and annual) and qualitative disclosures about #haation techniques used to measure fair valud anaual
periods. The provisions of this statement are reguio be adopted as of January 1, 2008, excefiégorovisions
relating to non-financial assets and liabilitiesasigred at fair value on a nonrecurring basis, tuchvthe effective
date has been deferred until January 1, 2009. Wetbelieve the adoption of SFAS 157 will have aterial
impact on the manner in which we measure fair vaduéit may require additional disclosures.

SFAS 159

In February 2007, the FASB issued SFAS No. T8®& Fair Value Option for Financial Assets and Fical

Liabilities (“SFAS 159”). SFAS 159 expands opportunities to fagevalue measurements in financial reporting and

permits entities to choose to measure many finhimgguments and certain other items at fair vaikieAS 159 was
effective for us on January 1, 2008 and we didetedtt the fair value option for any of our qualifgifinancial

instruments.
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SFAS 141R

In December 2007, the FASB issued SFAS No. 141deeh2007)Business Combinatiorf$SFAS 141R”).
SFAS 141R broadens the guidance of SFAS 141, eixigiitd applicability to all transactions and otleeents in
which one entity obtains control over one or mdreeobusinesses. It broadens the fair value meamsumeand
recognition of assets acquired, liabilities assunaed interests transferred as a result of busic@sdinations.
SFAS 141R expands on required disclosures to ingptioe statement users’ abilities to evaluate tiereand
financial effects of business combinations. SFA$R. dequires the acquirer to recognize as an adgrdtto income
tax expense, changes in the valuation allowancadquired deferred tax assets. SFAS 141R is effeftr the
Company on January 1, 2009. We are currently etintythe impact of adopting SFAS 141R.

SFAS 160

In December 2007, the FASB issued SFAS No. Nafy-controlling Interests in Consolidated Financial
Statements — an amendment of ARB N¢-SHAS 160”). SFAS 160 requires that a non-coninglinterest in a
subsidiary be reported as equity and the amoucoigolidated net income specifically attributalolétte non-
controlling interest be identified in the consotielh financial statements. It also calls for corsisy in the manner
reporting changes in the parent’s ownership intexed requires fair value measurement of any nartrobling
equity investment retained in a deconsolidatiomPASEG60 is effective for the Company on January0QD® We are
currently evaluating the impact adopting SFAS 1@i0have on our consolidated financial statements.

4. Fresh-Start Accounting

On August 1, 2005, the Bankruptcy Court entere@@sfirmation Order confirming the Company’s Pldn o
Reorganization. On September 30, 2005, the Fe@eramunications Commission (“FCCapproved the transfer
FCC licenses from Old Loral to New Loral, which regpented the satisfaction of the last material itmmd
precedent to the Debtors’ emergence from bankru@ay emergence from Chapter 11 proceedings on
November 21, 2005 resulted in a new reporting eatitd adoption of fre«-start accounting in accordance with
SOP 90-7as of October 1, 2005, as reflected in the follgrinancial information. Reorganization adjustmemse
been made in the financial information to refldet tlischarge of certain pre-petition liabilitiesiahe adoption of
fresh-start accounting. These adjustments weralhgsen the relative fair values of our assets @fllities and
were finalized during 2006.
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CONDENSED CONSOLIDATED BALANCE SHEET @

Predecessc Plan Fresh-Start Successo
October 1, Reorganizatior Valuation October 1
2005 Adjustments Adjustments () 2005
(in millions)
ASSETS
Current asset:
Cash and cash equivalel $ 198.7 $ — $ — 198.7
Accounts receivable, n 14.¢ — — 14.4
Contract-in-process 91.£ — (14.9) 77.1
Inventories 45.F — — 45.F
Other current asse 41.2 97.£0) 3.4 142.2
Total current asse 391.: 97.t (10.9 477.¢
Property, plant and equipment, | 536.¢ 3.5 0 0.2 533.2
Long-term receivable 67.€ — (23.9) 43.¢
Investments in and advances to affilie 53.7 — 56.2 110.(
Deposits 9.8 — — 9.8
Goodwill — — 340.19 340.1
Other asset 42.1 2.10)4) 126.7 170.¢
$ 1,101.($ 96.1 $ 488.€ $1,685."
LIABILITIES AND SHAREHOLDERS ' (DEFICIT) EQUITY
Current liabilities:
Accounts payabl $ 3618% 45.100) $ 12 $ 824
Accrued employment cos 33.¢ 0.5 — 34.4
Customer advances and billings in excess of costs a
profits 108.2 24 ¢y (3.2 130.1
Interest payabl — 19.1@H) — 19.1
Vendor financing payabl — 37.10M — 37.1
Income taxes payab — 0.8 — 0.8
Other current liabilitie 25.t 17.¢©M 1.9 41.7
Total current liabilities 203.¢ 145.¢ 3.7 345.¢
Pension and other postretirement liabilit — 156.€©) 78.2 234.¢
Long-term liabilities 84.t 34.€©) 40.5 159.¢
Long-term deb — 103.4b) — 103.¢
Total liabilities 288.¢ 440.( 115.( 843.4
Liabilities subject to compromis 1,914.( (1,914.0 © — —
Minority interest 2.3 200.(® (2.3 200.(
Shareholder equity:
Common stock, par value $.01 and Kin capital 3,397.: 642.29) (3,397.9 O 642.5
Other (93.9) — 93.¢M —
Accumulated (deficit) retained earnin (4,407.) 727.£€)(d) 3,679.10) —
Total shareholde’ (deficit) equity (1,103.) 1,370.: 375.¢ 642.:
$ 1,101.( $ 96.1 $ 488.€ $1,685."

F-20




@

(b)

©

LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

The Condensed Consolidated Balance Sheettefieeorganization enterprise value of $970 mmlliased on the Bankruptcy Court’s
determination (see Note 2), which, after reducfanrthe fair value of the Loral Skynet Notes anddldSkynet Preferred Stock (see
Notes 10 and 13), results in a reorganization goutue of approximately $642 million. This resulisgoodwill equal to the excess
reorganization equity value over fair value of itiéable net asset:

Reflects $98.7 million of proceeds from thentgyoffering of Loral Skynet Notes held in escrasvoé October 1, 2005, and the related
deferred debt issuance costs of $4.7 million ar@$Aillion of Loral Skynet Preferred Stock issuedguant to the Plan of Reorganiza
(see Notes 10 and 1:

Reflects the discharge of pre-petition liaiktin accordance with the Plan of Reorganizatimhthe reclassification of the remaining
liabilities subject to compromise to the appropiability accounts in accordance with the PlafiRebrganization. Discharge of Loral’s
pre-petition liabilities is summarized as follows (irillons):

Exchanged for stoc $1,298.(
Cancellec 292.2
Reinstated and/or paid in ca 323.¢

$1,914.(

(d)

(e)
®
()
(h)
@

Additionally, in accordance with the Plan of Reargation, holders of claims to be paid in cash weig interest at the rate of 6% per
annum for the period from the petition date toHfiective Date of the Plan of Reorganization. Tihigrest of $13.2 million was recorded
as interest expense for the period ended Octot005.

Reflects the issuance of New Loral common stogbre-petition creditors and the gain on the liisge of liabilities subject to
compromise

Reflects changes to carrying values of assetsiahilities to reflect estimated fair value

Reflects the revaluation gain and the eliminatibthe retained deficit and other equity balan:

Reflects goodwill equal to the excess of reorgainaequity value over the estimated fair valuédehtifiable net asset
Amounts payable upon emergence are included irectliabilities.

Reflects agreement to return certain fixed assetettiement of certain -petition obligations

0] Reflects elimination of deferred charges reddtie the Old Loral debt and preferred stock, whighre discharged in accordance with the
Plan of Reorganizatiol
Liabilities subject to compromise included debt@amts payable, accrued expenses and other liabithiat were discharged as part of
emergence from bankruptcy. Creditors receivedibligtions consisting of cash, debt, preferred sttt common stock in settlement of
their bankruptcy claims. The ratio of cash, deb¢fgrred stock and common stock that individuatiitogs received depended upon the
priority of the claim allowed for each creditor. \k&xorded a gain on the estimated settlement stthabilities of $727.8 million
(including interest expense and tax benefit) ingagod January 1, 2005 to October 1, 2005.
As a result of the above we recognized the follgafin millions):
Gain on discharge of g-petition obligations $ 727.¢
Gain on fres-start valuation adjustmen 375.¢
Total gain on discharge of [-petition obligations and fre-start adjustment 1,103."
Add interest expense to holders of claims paidaish 13.2
Less tax benefit on Plan of Reorganization anch-start valuation adjustmen (15.9
Total gain on discharge of [-petition obligations and fre-start adjustments excluding interest expense araiie tax benef $1,101.f

The allocation of the reorganization equity valoéndividual assets and liabilities was adjuste@006

during the completion of the fair valuation process

F-21




LORAL SPACE & COMMUNICATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

5. Accumulated Other Comprehensive Income (Loss

The components of accumulated other comprehenspaerie (loss) and other comprehensive income (loss)

are as follows (in thousands):

Accumulated Other Comprehensivi Other Comprehensive Income (loss
Income (Loss) Predecessor
Successor Registrant Successor Registrant Registrant
For the Period | For the Period
October 2, January 1,
2005 to 2005 to
December 31 Year Ended December 31  December 31 October 1,
2007 2006 2007 2006 2005 2005
Cumulative translation
adjustmen $ 49¢ $ 287 |$ 211 $ 272 $ 15 |$ (222)
Derivatives classified as cash
flow hedges, net of taxe
Reclassifications into
revenues, cost of sales ar
income taxes from other
comprehensive incorr (487)
Unrealized net gains (losses) on
derivatives (487)
Unrealized gains (losses) on
available-for-sale securities,
net of taxe: 6,981 9,831 (2,850 9,831 (99
Reclassification adjustment for
gains included in net incon (6,54¢) (6,54¢)
Pension actuarial gains and pi
service credit, net of taxt 40,07z 10,12
Reclassification due to
amortization and contribution
of Loral Skynet (4,499 — (4,499 — — —
Adjustment to initially apply
SFAS 158, net of ta 29,95
Total $ 36,513 $ 40,07 |$ (3,559 $10,10¢ $ 15 |$ (80€)

Accumulated other comprehensive income (loss)asvaeimet of taxes of $23.0 million and $26.0 millias
of December 31, 2007 and 2006, respectively.

In our previously issued financial statements fieryear ended December 31, 2006 and in the retated,
we disclosed and included the $30.0 million adjesttiio initially apply SFAS 15&mployers Accounting for
Defined Benefit Pension and Other Postretiremean§, in the caption “Other Comprehensive Income.” That
caption includes changes in equity that are paotleér comprehensive income for the period. We dbésat
presentation on our interpretation of the pringple SFAS 130Reporting Comprehensive Incomehich requires
accounting changes to be included in comprehensomme for the period. Subsequently, we became eatinait
transition provisions of SFAS 158 required thas ttimulative effect be presented as a direct adprstto the
“ending balance of Accumulated Other Comprehenkigeme” rather than as part of comprehensive inctunthe
period. Consequently, the amount reported undecdapégon “Other Comprehensive Income” for 2006 stidwave
been $10.1 million, rather than the $40.1 millioa keported. The difference, $30.0 million, showdd been
reported as a direct increase of accumulated ottraprehensive income within equity. The amount regobas
“Comprehensive Income” for 2006 should have bed2 ) million rather than the $17.3 million we reeal. We
have restated our presentation for 2006 in thedalmlzed statement of shareholders’ equity to airigis error.
This correction only affects the display of the auative effect of the adoption of SFAS 158 withire tconsolidated
statement of shareholders’ equity and does notwibe affect our consolidated financial statements.
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6. Contracts-in-Processand Long-Term Receivables
Contracts-in-Process
Contracts-in-Process consists of (in thousands):

December 31,

2007 2006
U.S. government contract
Amounts billed $ 19 $ 98¢
Unbilled receivable 1,16¢ 1,54¢
1,35¢ 2,527
Commercial contract:
Amounts billed 60,35¢ 17,30¢
Unbilled receivable 47,66 20,60(

108,01 37,90¢
$109,37¢  $40,43:

Unbilled amounts include recoverable costs anduactprofit on progress completed, which have netbe
billed. Such amounts are billed in accordance tthcontract terms, typically upon shipment of pheduct,
achievement of contractual milestones, or completitthe contract and, at such time, are reclasbif billed
receivables. Fresh-start fair value adjustmenttirgj to contracts-in-process are amortized orvegn¢age of
completion basis as performance under the relairttact is completed.

Long-Term Receivables

Billed receivables relating to long-term contraats expected to be collected within one year. Vissity
deferred billings and the orbital component of lietireceivables expected to be collected beyordyaar as long-
term. Fresh-start fair value adjustments relatinfphg-term receivables are amortized on the affednterest
method over the life of the related orbital stream.

Receivable balances related to satellite orbitdiiive payments and billings deferred as of Deaarit,
2007 are scheduled to be received as follows (ngands):

Long-Term

Receivable

2008 $ 2,25(
2009 2,64(
2010 8,16¢
2011 10,341
2012 9,85:
Thereafte 101,39:
134,65(

Less, current portion included contract-in-process (2,250
Long-term receivable $132,40(

Amortization of fresh-start accounting fair valudjustments relating to contracts-in-process, l@rgat
receivables, customer advances and billings insxo&costs and profits and deferred revenue wag)&fillion,
$(18.2) million and $(7.9) million in 2007, 2006dafor the period October 2, 2005 to December 30520
respectively.
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7. Property, Plant and Equipment (see Note 3
Property, Plant & Equipment consists of (in thousjn

December 31

2007 2006

Land and land improvemer $ 26,79¢ $ 27,53¢
Buildings 49,917 53,57:
Leasehold improvemen 8,691 6,434
Satellites i-orbit, including satellite transponder rights o8617 million in 200€ — 386,19¢
Satellite under constructic — 59,08t
Earth station: — 18,141
Equipment, furniture and fixture 94,84+ 76,78
Other construction in progre 18,55 18,16

198,80: 645,91!
Accumulated depreciation and amortizat (50,97%) (87,036

$147,82¢ $558,87¢

Depreciation and amortization expense for propgignt and equipment was $62.8 million in 2007,
$69.7 million in 2006, and $17.7 million and $5&lion for the periods October 2, 2005 to DecemB®&r2005
and January 1, 2005 to October 1, 2005, respegtidelcumulated depreciation and amortization as of
December 31, 2006 included $16.7 million relateddtellite transponders where Loral had the rightsansponde
for the remaining life of the related satellite.

In January 2004, our Telstar 14/Estrela do SUEDE") satellite’s North solar array only partiathegployed
after launch, diminishing the power and life exp@ecly of the satellite. SS/L had submitted to ituners a claim for
a total constructive loss of the satellite, seekagpvery for the insured value of $250 million.tAé end of March
2004, the satellite began commercial service withstantially reduced available transponder capacitywith an
expected life reduced to 2010. During March 2004 recorded an impairment charge of $12 millioneuce the
carrying value of the satellite and related astetse expected proceeds from insurance of $25@milOn May 10
2005, the Bankruptcy Court approved the termssdtement arrangement between SS/L and the irsspoesuant
to which SS/L would be paid 82% of the insured ami@nd the insurers would waive any rights they imaye to
obtain title to EDS as a result of payment on ttseifance claim. As of October 1, 2005, SS/L hadived
$205 million in insurance proceeds, representiegftitl settlement amount, from the insurers.

In September 2006, Loral Skynet terminated a cust@neasehold interests with respect to two trangprs
on Telstar 18 by exercising its option to accekethe lease termination payment that would otherlvas/e been
payable by Loral Skynet to the customer in Aug@f® In connection with the early termination, LUds&ynet
made a payment to the customer of $9.1 milliona4ssult, our long-term liabilities as of DecemBg&r 2006
included $21.2 million for lease termination obligas, reflecting the reduction of the present eadfiour lease
termination obligation upon our exercise of theede@tion option. Loral Skynet’s remaining leageni@ation
obligations consist of a payment of $18.1 millior2008 for four transponders and a payment of 88lion for two
transponders in 2009. We recorded a charge toli&atérvices cost of sales of $1.0 million in ceation with this
transaction, which represents the difference beivtlee payment made and the present value of ose liggiminatio
obligation for the two transponders at the dattheftransaction. This lease termination obligati@s assumed by
Telesat Canada in connection with the Telesat Gatradsaction.

On August 17, 2006, The Boeing Company (“Boeingliveered to Loral Skynet a termination notice
pursuant to which all the transponders leased by wur Estrela do Sul satellite were to be terteiddy
December 31, 2006. On September 29, 2006, arasfitif Boeing sighed an agreement with Loral Skymétase
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transponder capacity on Estrela do Sul for a pesfd2D months beginning January 2007 and endingusug008,
with an option to renew the contract for two congie® one year periods. To exercise the terminatjgion, Boein
paid a termination fee of $14.9 million on Septem®®@ 2006. This termination fee has been recogréseRevenue
from Satellite Services in our consolidated statenoé operations in 2006. In addition, Boeing piid4.0 million

for future services under the September 2006 aggrem

On October 31, 2007 Loral Skynet's satellite®rhit, satellite under construction and relatedigapent wer

contributed to Telesat Canada in connection wighTtelesat Canada transaction.

8. Investments in Affiliates

Investments in affiliates consist of (in thousands)

December 31,

2007 2006
Telesat Holdings Inc $479,57¢ $ —
XTAR, LLC 86,61: 97,20
$566,19¢  $97,20:
Equity in net losses of affiliates consists oftfiousands):
Predecessol
Successor Registrant Registrant
For the Period | For the Period
October 2, January 1,
Year Ended Year Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
Telesat Holdings Inc $ (1,799 $ — 9 — |9 —
XTAR, LLC (10,58 (7,419 (5,389 (2,796
Globalstar, L.P. and Globalstar service provider
partnership: (9,059 25C — —
Other — — (63) —
$ (21,430 $ (7,169 $ (5447 |$ (2,799

The consolidated statements of operations refleceffects of the following amounts related to s@gtions

with or investments in affiliates (in thousands):

Predecessor
Successor Registrant Registrant
For the Period | For the Period
October 2, January 1,
Year Ended Year Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
Revenue:! $ 2196t $ 11,26: $ 4,14¢ | $ 10,02t
Elimination of Loral's proportionate share of (ptsf
losses relating to affiliate transactic 1,93t 412 (2,949 59:¢
Profits (losses) relating to affiliate transactioms
eliminated (1,087 (329 2,31¢ (466€)
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Telesat Canada

On December 16, 2006, a subsidiary of Telesat Holdgoint venture formed by Loral and its Canadian
partner, PSP entered into a definitive agreeméet‘@hare Purchase Agreement”) with BCE and Teléaagada to
acquire 100% of the stock of Telesat Canada frork B£ CAD 3.25 billion. We hold equity interestsTelesat
Holdco representing 64% of the economic interests381/ 3% of the voting interests. Our Canadian partneP,PS
holds 36% of the economic interests and 66% of the voting interests in Telesat Holdco (exagith respect to
the election of directors as to which it holds &3@oting interest).

Contribution of Loral Skynet

In connection with the transactions contemplatedienithe Share Purchase Agreement, on Augug007, w
and Loral Skynet entered into an asset transfereagent (the “Asset Transfer Agreement”) with Telésaldco,
and an asset purchase agreement (the “Asset Par8lgasement”) with a subsidiary of Telesat Can&lasuant to
the Asset Transfer Agreement, we agreed, subjesgrtain exceptions, to transfer substantially#alloral Skynet’'s
assets and related liabilities to Telesat Canadatinn for an equity interest in Telesat Holdeoatdition, pursuant
to the Asset Purchase Agreement, we agreed tdéragertain of Loral Skynet’s assets located inth®. and
related liabilities to the Telesat Canada subsydimexchange for $25.5 million in marketable séges. On
August 7, 2007, we, Loral Skynet, PSP, Telesat etnlhd a subsidiary of Telesat Holdco also entertedan
Ancillary Agreement providing, among other thinfgs, the settlement of payments by and among us,ah8P
Telesat Holdco in connection with the Telesat Careatjuisition, the transactions contemplated utideAsset
Transfer Agreement, and related transactions. issualt, we received true-up payments of $45 milfram PSP in
2007 to bring the equity contributions into theuiegd economic positions. As part of the Telesatatia
transaction, a final adjustment payment of apprexéty $9 million was made by Loral to PSP on Agri008 and
is included as a payable in our financial statesastof December 31, 2007.

The Telesat Canada transaction closed on Octoh&08Y.

Summary balance sheet information for the assetdialilities of Loral Skynet contributed to Telésa
Canada on October 31, 2007 is as follows (in mmiijo

Current assel $ 25.4
Property, plant and equipment, | 443.¢
Foreign currency contrac 83.€
Goodwill 42.2
Intangible assets, n 50.4
Other asset 3.2
Total asset $648.€
Current liabilities $181.]
Long-term liabilities 27.C
Total liabilities $208.1
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The following summarizes the gain on the contributdf substantially all of the Loral Skynet assaid
related liabilities on October 31, 2007:

Consideration received for the contribution of LUd&ynet to Telesat Holdc:

Cash and marketable securit $ 61.
Fair value of equity in Telesat Hold: 670.t
Total consideratiol 732.C
Book value of contributed net assets of Loral Sk 440.F
Consideration in excess of book va $291.t
Gain recognize $104.¢

The consideration we received for the contributbsubstantially all of the Loral Skynet assets ezidted
liabilities was $292 million greater than the camgyvalue of those assets and liabilities. In adaace with
EITF 01-2,Interpretations of APB Opinion No. 29ve recognized a gain of $105 million, representhre gain
attributable to PSP’s economic interest in the outed assets and liabilities of Loral Skynet thgb their 36%
ownership interest in Telesat Canada. Loral willha significant continuing interest in Telesat &daand can on
recognize a gain to the extent of PSBtonomic interest in the contributed assetsiabdities of Loral Skynet. Th
amount recorded as our investment in Telesat Caisduissed on our retained interest in the histbboak value of
the contributed assets and liabilities of Loral iyand the gain recognized.

Following the transfer of the assets of Loral Skimixed satellite services business pursuanh&Asset
Transfer Agreement and Asset Purchase AgreemelgisaieCanada now operates a fleet of twelve intcdiellites
with three satellites under construction (two byL3Sof which two are 100% leased. Telesat Canadsiges fixed
satellite services (FSS) on a global basis, indgdideo distribution and direct-to-home (DTH) vidas well as
end-to-end communications services using bothlgatahd hybrid satellite-ground networks.

The following table presents summary financial datarelesat Canada, as of December 31, 2007 arttido
period October 31, 2007 to December 31, 2007, sulesd to the acquisition by Loral and PSP (in mii§):

For the Period

October 31,

2007
to December 31

Statement of Operations Da 2007
Revenue:! $ 117.¢
Operating expenst (93.7)
Operating incom: 24.1
Net loss 1.3
Balance Sheet Dat December 31, 200
Current assel $ 143.7
Total asset 5,610.(
Current liabilities 229.t
Total liabilities 4,156."
Redeemable preferred stc 143.1
Shareholder equity 1,310.:

We use the equity method of accounting for our stment in Telesat Canada because we owh 3%6 of
the voting stock, and do not exercise control ¥leomeans. Lorad’ equity in net loss of Telesat Canada is base
our proportionate share of its results in accordamith U.S. GAAP and in U.S. dollars. Our propanate share of
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Telesat Canada’s net loss is based on our 64% etgoriaterest as our holdings consist of commonkstt non-
voting participating preferred shares that havéhalrights of common stock with respect to dividgrreturn of
capital and surplus distributions but have no \@tights.

The contribution of Loral Skynet to Telesat Canhda been recorded by Loral at historical book vafueur
retained interest combined with the gain as desdrdbove. However, the contribution has been recbby Telesat
Canada at fair value. Accordingly, the amortizatdriair value adjustments applicable to the L@kynet assets
and liabilities have been proportionately elimirbite determining our share of the earnings of Tal€anada. Our
equity in the net loss of Telesat Canada alsoaesflie elimination of our profit, to the extentaafr economic
interest, on satellites we are constructing fonthe

See Note 12 for the impact on income taxes of #desht Canada transaction and our investment gs@gl
Canada.

XTAR

We own 56% of XTAR, L.L.C. (“XTAR"), a joint vent@r between us and Hisdesat Servicios Estrategicos,
S.A. (“Hisdesat”) of Spain. We account for our igtraent in XTAR under the equity method of accountiecause
we do not control certain of its significant op@rgtdecisions. Our interest in XTAR has been retdihy Loral and
was not transferred to Telesat Canada as pareofélesat Canada transaction.

XTAR owns and operates an X-band satellite, XTARRg Wbcated at 29E.L., which entered service in
March 2005. The satellite is designed to providbaxd communications services exclusively to Un8tates,
Spanish and allied government users throughoutatedlite’s coverage area, including Europe, thddW East and
Asia. The government of Spain granted XTAR rigbtan X-band license, normally reserved for govemiraad
military use, to develop a commercial business mifmtesupplying X-band capacity in support of naliy,
diplomatic and security communications requiremeXiAR also leases up to eight 72 MHz X-band tramgfers
on the Spainsat satellite located a30.L., owned by Hisdesat, which entered commeraalise in April 2006.
These transponders, designated as XTAR-LANT, aXduAR to provide its customers in the U.S. and alraéth
additional X-band services and greater flexibility.

In January 2005, Hisdesat provided XTAR with a atible loan in the amount of $10.8 million due 201
for which Hisdesat received enhanced governantésrig XTAR. If Hisdesat were to convert the loatoi XTAR
equity, our equity interest in XTAR would be reddde 51%.

XTAR'’s lease obligation to Hisdesat for the XTAR-NA transponders are $13.2 million in 2007, growin
$23 million per year in 2008 with increases theterab a maximum of $28 million per year through #nd of the
useful life of the satellite. Under this lease agnent, Hisdesat may also be entitled under cecteinmstances to a
share of the revenues generated on the XTAR-LAAgponders. XTAR is currently making limited payntsen
under its lease agreement with Hisdesat. Hisdesaafreed to defer amounts due from XTAR until M&t, 200¢

In May 2005, XTAR signed a contract with the U.@partment of State for the lease of transpondeaaip
for a period of three years with two opear options. The State Department is authorizesiyaunt to its procureme
guidelines to lease up to $137.0 million for a sfpett capacity under this contract, to the extéatt tapacity is
available. As of December 31, 2007, the U.S. Depant of State has committed to lease three tramgrerunder
this contract, having a total lease value of $36illon, and has the right, at its option, to renthe leases for
additional terms, which, if fully exercised, wouldng the total value of the leases to $39.2 millibhere can be no
assurance as to how much, if any, additional ciyp#eeé U.S. Department of State may lease from XTuhRer this
contract. XTAR also has contracts to provide sewio the U.S. Department of Defense, the Spanisisti/ of
Defense, the Belgium Ministry of Defense and tha@iBlaarmed forces.
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XTAR entered into a Launch Services Agreement Witlanespace, S.A. (“Arianespace”) providing for
launch of its satellite on Arianespace’s Ariane@GAHaunch vehicle. Arianespace provided a one-year,
$15.8 million, 10% interest paid-in-kind (i.e., dan additional debt) loan for a portion of therah price, secured
by certain of XTAR’s assets, including the XTARJR satellite, ground equipment and rights to ttmstal slot. The
remainder of the launch price consisted of a regearased fee to be paid over time by XTAR. Througkrées of
amendments to the loan agreement, XTAR and Ariaawspgreed to extend the maturity date of thetioan
September 30, 2007. As part of these amendmen®&RxXagreed to make scheduled and excess cash payrasnt
well as foregoing the ability to incur secured defih the Arianespace collateral. The loan, inchgdaccrued
interest, was paid in full by XTAR on July 6, 20@h February 29, 2008, XTAR paid Arianespace $imidon
representing the revenue-based fee through Dece3db@007.

The following table presents summary financial dataXTAR as of December 31, 2007 and 2006 and for
each of the three years in the period ended Deae®ih@007 (in millions):

Statement of Operations Data:
Year Ended
December 31,
2007 2006 2005

Revenue! $19.4 $15: $94
Operating expenst (5.0 6.7 (4.0
Operating los! (14.9) (8.6) (5.9
Net loss (18.49 (12.6) (9.6

Balance Sheet Data:
December 31

_2007 2006
Current assel $ 8¢ $ 64
Total asset 124.¢ 132.1
Current liabilities 29.€ 20.1
Total liabilities 64.4 53.2
Member! equity 60.5 78.€

Satmex

In 1997, in connection with the privatization oft€laes Mexicanos, S.A. de C.V. (“SatmeXy the Mexicar
Government of its satellite services business, lLacquired a 49% indirect economic interest in Sa¢nvhich we
accounted for using the equity method.

On June 14, 2005, certain of our subsidiariesuitiog Loral Skynet and SS/L, entered into a setiem
agreement with Satmex to settle certain liabilibeswveen them. In the third quarter of 2005, L&l@ynet recorded
income of $4.6 million representing the reversalesferves and accruals recorded in previous perédted to this
settlement agreement.

On August 11, 2006, Satmex filed a voluntary patitior reorganization under Chapter 11 in the
U.S. Bankruptcy Court to implement its restructgrpian. Satmex emerged from Chapter 11 on Noved®e2006
As a result of the restructuring that was impleradrih its reorganization proceeding, our equitgliest in Satmex
was reduced to 1.33%. Satmex is accounted forcastebasis investment subsequent to November 3@. 20

In connection with Satmex’s restructuring, and astdlement of certain liabilities owed by Satme)SS/L
pursuant to the June 14, 2005 settlement agreementceived on November 30, 200&safructoto four
transponders on Satmex 6.u8ufructois a property right under Mexican law which grathis holder a right to use
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the subject property. SS/L assigned its righthéusufructoto Loral Skynet in consideration of a cash payment
equal to the fair value of the four Satmex 6 tramgjers. As a result of the finalization of Satnseséstructuring ple
in the fourth quarter of 2006, we recorded satetlitnsponder rights of $20 million representing fiir value of th
four Satmex 6 transponders, a $19 million reductibeost of satellite manufacturing and deferrec:neie of

$1 million.

At the same time that we received thlmifructoto the Satmex 6 transponders, Loral Skynet's erdeolease
for three transponders on Satmex 5 was also cat/éstausufructo. The Satmex 5 and Satmexigufructorights
have been transferred to Telesat Canada as pidue delesat Canada transaction. The equity interesatmex is
retained by Loral.

Other

On April 14, 2004, Globalstar, L.P. announced thpletion of its financial restructuring followirige
formal acquisition of its main business operatiand assets by Thermo Capital Partners LLC (“The)mo”
effectively resulting in Globalstar, L.P. exitinggf bankruptcy. Thermo invested $43 million in tievly formed
Globalstar company (“Globalstar Inc.”) in exchariigean 81.25% equity interest, with the remainil®375% of the
equity to be distributed to the creditors of Glalbat, L.P. Our share of the equity interest was@pmately 2.7% ¢
Globalstar Inc., to which we assigned no value Nomember 1, 2006, Globalstar Inc. completed amaingublic
offering, at which time we owned 1,609,896 sharfeSlobalstar Inc. We agreed not to sell 70% of Globalstar
Inc. holdings for at least 180 days following tleenpletion of its offering. As of December 31, 200/& owned
43,200 shares of Globalstar Inc. which are accalftteas available-for-sale securities. Unrealigaths on these
shares were $0.4 million, net of taxes as of Deer8l, 2007.

As of December 31, 2007, the Company held varindsect ownership interests in three foreign conigan
that currently serve as exclusive service provifl@r&lobalstar service in Brazil, Mexico and RasSihe Compan
accounts for these ownership interests using th#yemethod of accounting. Loral had writteff-its investments i
these companies, and, because we have no futwméurequirements relating to these investmentsgtis no
requirement for us to provide for our allocatedrshaf these companies net losses. For the yeaddbeleember 31,
2007, the Company recognized earnings of $3.0anifliom our Globalstar investment partnerships Wiiere
attributable to a cash distribution received frome of our investments.

On December 21, 2007, Loral and certain of its ilidnses and DASA Globalstar LLC entered into an
agreement to sell their respective interests irb@kiar do Brasil S.A. (“GdB”), the Globalstar Biten service
provider, to Globalstar Inc. Closing of the trant&@at occurred on March 25, 2008. Pursuant to the agreement,
Loral received 883,393 shares of common stock ob@ktar Inc. in consideration for the sale ofrterest. The
shares have been registered under the Securititesf A833 and may be sold by Loral without restwict In
addition, Loral agreed to indemnify Globalstar Ifar.certain GdB pre-closing liabilities, primaritglated to
Brazilian taxes. Loral has agreed that proceedns fiee sale of the Globalstar Inc. stock receivetthantransaction
will be kept in a segregated account and may be asky for payment of the indemnified liabilitie&s a result of
the sale and taking into account our estimate efridemnified liabilities, we recorded a loss of. &Lmillion during
the year ended December 31, 2007.

We also owned an indirect interest in a U.S. balsttibutor that has the exclusive right to selbkalstar
services to certain agencies within the U.S. Gawemt. In connection with the settlement of a litiga matter
involving this business, on October 17, 2006, weead to transfer this interest to Globalstar 10¢.$500,000. We
had previously written-off our interest in suchéstment.

9. Goodwill and Other Intangible Assets
Goodwill

Goodwill was established in connection with our@ém of fresh-start accounting (see Notes 3 and 4)
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The following table summarizes the changes in #reying amount of goodwill for the period DecemBér
2005 to December 31, 2007 (in thousands):

Goodwill— December 31, 20C $340,09:
Adjustments due to the completion of the fair véilraprocess
Deferred revenue— fair value 6,07(
Fixed asset— fair value 502
Intangibles— fair value (212
Contract-in-process— fair value 177
Reversal of excess valuation allowance on defamedsset (36,367
Release of tax contingency liabili (4,225
Goodwill — December 31, 20C 305,69:
Cumulative effect of adopting FIN ¢ 7,54z
Settlement of FIN 48 liabilitie (2,000
Reversal of excess valuation allowance on defamedsset (35,089
Reversal of Old Loral deferred state tax liabii (6,840
Contribution of Loral Skynet to Telesat Can: (42,249
Goodwill— December 31, 20C $227,05¢

Other Intangible Assets

Other Intangible Assets were established in commeetith our adoption of fresh-start accountinge(se
Notes 3 and 4). Intangible assets are includedli®iCAssets on our consolidated balance sheetilioms, except
years):

Weighted Average

Remaining December 31, 2007 December 31, 2006

Amortization Period Gross  Accumulated Gross  Accumulated

(Years) Amount  Amortization ~ Amount  Amortization
Internally developed software and technoli 3 $59.C $ (249 $59.C $ (139
Orbital slots — — — 10.¢ (1.9
Trade name 18 9.2 (2.0 13.2 (0.8
Customer relationshif — — — 20.C .7
Customer contrac! — — — 33.C (8.3
Other intangible: — — — 2.7 (0.9
Total $68: $ (259 $1380 $  (26.9

The allocation of our reorganization equity valaéridividual intangible assets was adjusted in 2@86
additional information became available, during ¢benpletion of the fair valuation process. The ctdun of other
intangible assets as of December 31, 2007 is & fshe contribution of Loral Skynet to Telesartada.

Total amortization expense for intangible asse®1&.5 million for 2007, $21.1 million for 2006 and
$6.2 million for the period October 2, 2005 to Dexer 31, 2005 primarily reflects the net amortizatof the fair
value adjustments recorded in connection with dmpéion of fresh start accounting. Total amortiaatexpense
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was $2.6 million for the period January 1, 200®tdober 1, 2005. Annual amortization expense ftarigible
assets for the five years ended December 31, 20d4&imated to be as follows (in millions):

2008 $11.:
2009 11.c
2010 9.2
2011 2.8
2012 2.3

10. Debt Obligations
Long-term debt consists of (in thousands):

December 31
2007 2006

Loral Skynet 14.0% Senior Secured Notes due 20t8cfpal amount $126 million $ — $128,08:

Successor Registrant
Loan Payable Valley National Bank

On September 4, 2007, Loral Skynet entered intoanland Security Agreement (the “Loan Agreement”)
with Valley National Bank (“Valley National”). Thpurpose of the Loan Agreement was to make avaitahleral
Skynet a loan (the “Loan”) to fund the redemptitre(“Note Redemption”) of Loral Skynet’s 14% Serfsmcured
Cash/PIK Notes due 2015. Pursuant to the Loan Ageeg Valley National made the Loan in a singlezabe of
$141,050,000, which Loral Skynet used to fund tleeeNRedemption on September 5, 2007.

The maturity date of the Loan was the earlier pD@cember 17, 2007 or (ii) the date on which thsets of
Loral Skynet were transferred in connection witl piieviously announced acquisition of Telesat Carfaee
Notes 8 and 17). The Loan Agreement permitted L8kghet to prepay all or a portion of the amountstanding
under the Loan at any time prior to maturity withpanalty or premium.

As security for repayment of the Loan, Loral Skygetnted security interests in certain of its assEte
repayment of the Loan was guaranteed by Loral“@uwaranty”) with the Company’s obligations undee th
Guaranty being secured pursuant to a pledge agredthe “Pledge Agreement”) executed by the Compaoyal
purchased a certificate of deposit (the “CD”) frdfalley National in the initial principal amount 142,720,659,
such amount being equal to the sum of the prin@p#ie Loan and accrued interest thereon fromiacidding
September 4, 2007 through, but not including, Ddwm. 7, 2007. The CD accrued interest at a raBe85% per
annum. Pursuant to the terms of the Pledge Agregmienmoney on deposit under the CD secured thgations
of Loral Skynet under the Loan Agreement and they@any under the Guaranty.

The interest rate on the Loan was 4.10% per anintarest expense related to the Loan was $0.9amiftor
the year ended December 31, 2007. On October 8%, 20e loan was assumed by Telesat Canada asf et
Telesat Canada transaction and was repaid inHatlsame day by Telesat Canada. Also on Octob&(®,, the
cash collateral CD was released and the cash wased to Loral.

Loral Skynet Notes

On November 21, 2005, pursuant to the Plan of Reozgtion, Loral Skynet issued $126 million priradip
amount of 14% Senior Secured Cash/PIK Notes dub @fder an Indenture, dated as of November 21, gb@5
“Indenture”), which notes were guaranteed on asesgcured basis by our subsidiary Loral Asia Ra&8#atellite
(HK) Limited and all of Loral Skynet'’s existing dastic, wholly-owned subsidiaries. On Septembei0b72 oral
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Skynet paid $141.1 million in the aggregate to ezdé¢he notes at a redemption price of 110% inclydiccrued ar
unpaid interest from July 15, 2007 of $2.45 million

Interest expense related to these notes was $iidnpt17.8 million and $3.4 million for the yeaended
December 31, 2007 and 2006 and the period fromk@ct®, 2005 to December 31, 2005, respectivelgdifition tc
the $2.45 million of cash interest paid on the magigon of the notes discussed above, Loral Skyragtercash
interest payments of $8.8 million on the Loral S&yNotes on each of January 15 and July 16, 2007.

As a result of the redemption of the Loral Skynetds, we incurred a loss on the early extinguishrogén
debt of $16.2 million, which is comprised of theleenption premium of $12.6 million and a $3.6 milliarrite-off of
deferred financing costs.

Certain holders of Loral Skynet Notes have commetitigation with respect to the redemption of ttaal
Skynet Notes (see Note 17).

SS/L Letter of Credit Facility

On November 30, 2007, SS/L entered into a secormhdment to its amended and restated letter oftcredi
agreement with JP Morgan Chase Bank extending #tarity of the $15.0 million facility to Decembet 32008.
Letters of credit are available until the earliéth® stated maturity of the letter of credit, teemination of the
facility, or December 31, 2008. Outstanding let@frsredit are fully cash collateralized. As of [Betber 31, 2007,
$6.1 million of letters of credit under this fatyliwere issued and outstanding.

Predecessor Registrant

As a result of our voluntary petitions for reorgaation, all of Old Loral’s prepetition debt obligats were
accelerated. These debt obligations have beenadipett pursuant to the Plan of Reorganization (see R).

Subsequent to our voluntary petitions for reorgatidn on July 15, 2003, we only recognized and paid
interest on our bank debt through March 18, 20@#isdopped recognizing and paying interest on akiot
outstanding debt obligations. While we were in Gbafil, we only recognized interest expense t@itent paid.
For the period ended October 1, 2005 we did naigeize $32.6 million of interest expense on oulicemotes
(excluding our 10% senior notes) and $46.0 milliba reduction to accrued interest on our 10% serotes, as a
result of the suspension of interest payments ordebt obligations.

11. Reorganization Expenses Due to Bankruptc

Reorganization expenses due to bankruptcy for ¢heg ended October 1, 2005 were as follows (in
thousands):

For the Period

January 1,
2005 to
October 1,
2005

Professional fee $  32,24(
Employee retention cos (917)
Severance cos 972
Lease rejection claims (gair (265)
Vendor settlement losses (gail 28¢
Restructuring cosl 1,50:
Interest incom (2,586
Total reorganization expenses due to bankru $  31,23¢
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12. Income Taxes

The (provision) benefit for income taxes on theome (loss) from continuing operations before incaaxes
equity in net losses of affiliates and minorityergst consists of the following (in thousands):

Predecesso
Successor Registran Registrant
For the Period | For the Period
October 2, January 1,
Year Ended Year Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
Current:
U.S. Federa $ (31,149 $ (4,019 $ (532 |$ (1,239
State and loce (29,717 (2,467) (429 (2,339
Foreign (39¢) (5,290 (797) (1,659
Total curreni (51,257) (11,775 (1,752) (5,237
Deferred:
U.S. Federa (47,209 (7,347) 32E (259,379
State and loce 31,291 (1,769 97 (45,737
Valuation allowanct (16,287 — (422 321,24
Total deferrec (32,205 (9,10%) — 16,13¢
Total income tax (provision) bene $ (8345) $ (20880 $ (1,759 ($ 10,90

For the year ended December 31, 2007, we contitiuethintain the 100% valuation allowance that haen
established at December 31, 2002 against our fheftrdd tax assets, with the exception of our $3l4an deferred
tax asset relating to AMT credit carryforwards. Thasing of the Telesat Canada transaction in 20@Wwed us to
realize a significant portion of our deferred tabllities and utilize pre-emergence federal amdeshet operating
losses (“NOLSs").

The components of our FIN 48 provision for uncertaix positions for 2007, included in the current
provision were:

Unrecognized tax benefi $ (12,657)
Interest expens (4,186
Interest incom: 41
Penalties (309
Total $ 17,10(

For 2007, we projected federal taxable income pfaxmately $71 million, which included the tax gaf
$308 million from the contribution of substantialjl of the assets and related liabilities of Ld#ynet to Telesat
Canada and, the gain of $89 million on the forwadtracts and currency basis swap entered intoobgl [Skynet
relating to the Telesat Canada transaction, phrtidiiset by a deduction of $355 million for pre-ergence tax
NOLs subject to the limitations imposed by Sec82 of the Internal Revenue Cot

The deferred income tax provision of $32.2 millieteted primarily to (i) a provision of $35.1 milh on
current year income to the extent the taxes imposeslich income were reduced by deferred tax kerfedim Old
Loral and the utilization of these deferred taxdféa created an excess valuation allowance thatresersed as a
reduction to goodwill, (i) a provision of $2.2 ridln for the decrease to our deferred tax assefefteral and state
AMT credits (which excludes an increase to AMT digdf $2.2 million upon adoption of FIN 48), (i&n
additional valuation allowance of $3.0 million réead against a net deferred tax asset created wkerduced the
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deferred tax credits in accumulated other comprgkienncome by $3.0 million, offset by (iv) a benef
$9.0 million relating to current activity.

For 2006, the deferred income tax provision of $8illion related to (i) a provision of $10.4 milticon
current year income to the extent the taxes imposeslich income were reduced by deferred tax bsrfedim Old
Loral and the utilization of such deferred tax Héaereated an excess valuation allowance thatrexersed as a
reduction to goodwill (i) offset by a benefit o1 8 million for the increase to our deferred tazeador additional
federal and state AMT credits.

In connection with our emergence from bankruptdg, Kdral realized cancellation of debt income (“CQD
on its federal income tax return of approximatet$ million in 2005. COD realized while in bankropts
excluded from federal taxable income. We were meglto reduce certain of our tax attributes, anihéoextent
sufficient attributes were not available on a safgacompany basis, reduce the tax basis in outsagsean amount
equal to the COD excluded by Old Loral from itsathbe income. For the period ended October 1, 20005,
adjustment resulted in a reduction of approxima$dlg0 million to our deferred tax assets and theted valuation
allowance. Also, as part of our fresh-start acciognand plan of reorganization adjustments, wendsa a net
deferred tax charge of $13.2 million (See Note 4).

The provision for income taxes presented aboveuers the following items: (i) a deferred tax benefi
$6.3 million related to the initial adoption of FU8, effective January 1, 2007, which was adjubte#i4.1 million
during 2007 for a change to our FIN 48 liabilitgsulting in a $2.2 million increase to our AMT citedipon
adoption of FIN 48; (ii) a deferred tax benefiti&.5 million and a deferred tax provision of $6.4lion for the
years ended December 31, 2007 and 2006, respgctigkdted to the unrealized gain on avail-for-sale securities
recorded in accumulated other comprehensive inc@ine deferred tax provision of $3.5 million asd9.6 millior
for the years ended December 31, 2007 and 20Qtkgcteely, related to pension actuarial gains amak gervice
credits and the initial adoption of SFAS 158 reearih accumulated other comprehensive incomea(dgferred
tax benefit of $6.8 million related to the reversaDId Loral deferred state tax liabilities receddas a reduction to
goodwill; and (v) a current benefit of $2.6 milliéor the period ended October 1, 2005, relateti¢ogain on sale of
discontinued operations.
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The (provision) benefit for income taxes on theome (loss) from continuing operations before incaaxes
equity in net losses of affiliates and minorityargst differs from the amount computed by applyivgstatutory
U.S. Federal income tax rate because of the effeatte following items (in thousands):

Predecessor
Successor Registran Registrant
For the Period | For the Period
October 2, January 1,
Year Ended Year Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
Tax (provision) benefit at U.S. Statutory Rate 8% $ (55,22F) $ (10,54) $ 1,88¢ |$ (357,92))
Permanent adjustments which change statutory
amounts
State and local income taxes, net of federal incc
tax 5,101 (2,749 (21€) (31,249
Additional tax imposed on foreign source inca (94) (3,439 (847) (6,309
Reorganization expenses due to bankru — — (99 (9,949
Plan of Reorganization and Fresh-Start valuation
adjustment: — — — 94,20¢
Equity in net losses of affiliate 7,16z 2,58¢ — —
Tax gain on transfer of Loral
Skynet assets to Telesat Can (16,419 — — —
Provision for unrecognized tax bene (8,370 — — —
Nondeductible expensi (2,682 (3,065 (1,410 (1,122)
Change in valuation allowan: (16,287 — (422) 321,24«
Other, ne 3,351 (3,672) (657) 2,002
Total income tax (provision) bene $ (8345) $ (20,880 $ (1,759 [$ 10,90

On January 1, 2007, we adopted the provisions ef48 with unrecognized tax benefits relating toentain
tax positions of $42.5 million and also recordeel tamulative effect of adopting FIN 48 as an insecaf
$6.2 million to accumulated deficit, an increas&®f million to goodwill, a decrease of $6.3 noillito deferred
income tax liabilities and an increase of $20.0iomilto long-term liabilities.

The Company recognizes accrued interest and pesadtiated to uncertain tax positions in income tax
expense. As of January 1, 2007 in connection vighaidoption, we recorded approximately $5.7 milaoa
$12.6 million for the payment of tax-related inwrand penalties, respectively. In 2007 we recaghadditional
interest charges of $4.1 million. Interest and (ftegsof $1.5 million and $0.1 million, respectiyelvere transferre
to Telesat Canada in connection with the Telesaa@a transaction. At December 31, 2007 we haveiadcr
$8.3 million and $12.5 million for the payment aktrelated interest and penalties, respectively.
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The following table summarizes the activity relatedur unrecognized tax benefits (in thousands):

_Total
Balance at January 1, 20 $42,48¢
Increases related to prior year tax positi 157
Decreases related to prior year tax posit (342)
Decrease as a result of tax settlem (1,509
Increases related to current year tax posit 21,70
Decrease for indemnified liabilities transferredielesat Canada and recorded in other long term
liabilities (2,595
Balance at December 31, 2C $59,90:

With few exceptions, the Company is no longer stitije U.S. federal, state or local income tax exetidons
by tax authorities for years prior to 2004. Earliears related to certain foreign jurisdictions agmsubject to
examination. Various state and foreign income &Mrns are currently under examination. While wend to
contest any future tax assessments for uncertaipdsitions, no assurance can be provided that eddaultimately
prevail. During the next twelve months, the statftémitations for assessment of additional taX @xpire with
regard to several of our U.S. income tax returiesi fior 2004, potentially resulting in a $1.8 nahi reduction to our
unrecognized tax benefits.

The liability for uncertain tax positions is incled in long-term liabilities in the consolidateddrate sheet as
of December 31, 2007. For the period January 17 20@ecember 31, 2007, we increased our FIN 4#8litya for
uncertain tax positions from $61.1 million to $6&dlion. The net increase of $6.9 million relateq(i) current yea
provisions of $17.5 million for tax positions andtential additional interest and penalties, offsefii) the
settlement of liabilities with certain tax authaeg totaling $2.4 million, of which $2.0 million waecorded as a
reduction to goodwill and $0.4 million was treagela current income tax benefit, (iii) a reducdi$4.1 million to
the deferred tax asset established at adoption(i@nithe transfer of $4.1 million of uncertain tpgsitions to Teles
Canada in the Telesat Canada transaction offsatdmntractual indemnification.

If our positions are sustained by the taxing auties; approximately $37.2 million would be treatsla
reduction of goodwill, $28.6 million would redudeet Company'’s effective tax rate and $2.2 milliorwdoreduce
deferred tax assets. Other than as described ath@re,were no significant changes to our unreasghiax benefit
during the twelve months ended December 31, 20@¥ e do not anticipate any other significant iases or
decreases to our unrecognized tax benefits dunegeéxt twelve months.

In connection with the Telesat Canada transactioral provided a contractual indemnification to st
Canada for Loral Skynet tax liabilities, offsettayx deposits, relating to periods preceding 2002 dnrecognized
tax benefits related to the Loral Skynet subsidmxiere transferred to Telesat Canada subjecet@mxh
indemnification provided by Loral. Loral’'s net indaified liability at December 31, 2007 is not sigrant.

At December 31, 2007, we had federal NOL carryfadsaf approximately $554 million and state NOLs of
various amounts representing approximately $193l&mand $8.0 million of deferred tax assets fiederal and
state, respectively (before reduction for the viidummallowance), which expire from 2022 to 2024asdl as AMT
credit carryforwards of approximately $3.4 millidrat may be carried forward indefinitely.

The reorganization of the Company on the Effecidate constituted an ownership change under seg8an
of the Internal Revenue Code. Accordingly, usewftax attributes, such as NOLs and tax creditegdad prior to
the ownership change, are subject to an annudhliiom of approximately $32.6 million, subject twiease or
decrease based on certain factors. Our annuadtiotitwas increased significantly during 2006 a@@722for the
additional benefit from the recognition of our “netrealized built-in -gains,” (i.e., the exces$af market value
over tax basis for our assets) as of the Effeddate. For the year ended December 31, 2007, thtion on the
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use of our federal tax NOLs was increased to apprabely $355 million. For 2008, we expect the liatibn to be
$32.6 million.

We assess the recoverability of our NOLs and adleésrred tax assets and based upon this analgsmdra
valuation allowance to the extent recoverabilitgsloot satisfy the “more likely than not” recogmiticriteria in
SFAS No. 109. Based upon this analysis, we condluldeing the fourth quarter of 2002 that, due suificient
positive evidence substantiating recoverabilit§08% valuation allowance should be establishedfiomet
deferred tax assets.

As of December 31, 2007, we had valuation allowanctaling $241.2 million, which included a balamde
$224.5 million relating to Old Loral periods preagglour adoption of fresh-start accounting on Oetah 2005.

We will continue to maintain the valuation allowanamtil sufficient positive evidence exists to sopgull or
partial reversal. If, in the future, we were toatetine that we will be able to realize all or atpErthe benefit from
our deferred tax assets, a reduction to the balahites valuation allowance at October 1, 2009 k& accounted
for first as a reduction in goodwill, then intanigiassets, and if these accounts are exhaustéiterfueductions to
the valuation allowance will be recorded as andase to paid-in-capital during the period suchrdatetion is
made.

For the period January 1, 2007 to December 31, 20@7valuation allowance decreased by $63.7 millio
The net change consisted primarily of (i) a deee#Hs$35.1 million relating to the reversal of awess valuation
allowance recorded as a reduction to goodwill,gigecrease of $45.2 million offset by a correspundecrease to
the deferred tax asset, (iii) an increase of $0IBom as part of the cumulative effect of adoptiRtN 48, and (iv) an
increase of $16.3 million charged to continuingratiens.

During 2006, our valuation allowance decreased3®:4million. The net change consisted primarilyaof
decrease of $36.4 million relating to an excessatin allowance, the reversal of which was recor@ea reductic
to goodwill and an increase of $4.0 million to pdevan additional valuation allowance against Cdddl deferred
tax assets recorded to goodwill.

For the period October 2, 2005 to December 31, 2005valuation allowance increased by $0.4 milora
balance of $337.3 million. For the period JanuargdD5 to October 1, 2005, our valuation allowatkeereased by
$322.9 million to a balance of $336.9 million, parily as a result of changes to our deferred tdarz®s upon
adoption of fresh-start accounting as described@bo
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The significant components of the net deferrediimedax asset (liability) are (in thousands):

December 31

2007 2006

Deferred tax asset

Postretirement benefits other than pens $ 31,597 $ 33,64!
Inventoried cost 17,94: 37,83¢
Net operating loss and tax credit carryforwe 205,20¢ 376,20:
Compensation and benef 22,80: 9,23¢
Deferred research & development cc 18,94¢ 20,73¢
Income recognition on lol-term contract: 26,707 19,78
Other, ne 7,08¢ 5,98(
Federal benefit of uncertain tax positic 3,61( —
Pension cost 35,61 33,451
Total deferred tax assets before valuation allow: 369,50¢ 536,86°
Less valuation allowanc (241,22%) (304,889
Net deferred tax ass 128,28 231,98:
Deferred tax liabilities

Property, plant and equipme 18,65 144,79«
Intangible asset 18,56¢ 47,86¢
Investments in and advances to affilie 87,70 50,91+
Total deferred tax liabilit 124,92¢ 243,57
Net deferred tax asset (liabilit $ 3354 $ (11,599

At December 31, 2007 the Company had $17.5 mithibnet current deferred tax assets included inrothe
current assets and $14.1 million of net non-curdefiérred tax liabilities included in long-termbities. At
December 31, 2006 the Company had $17.6 milliomedfcurrent deferred tax assets included in otheent assets
and $29.1 million of net non-current deferred tiabilities included in long-term liabilities.

13. Shareholder¢ Equity and Minority Interest
Successor Registrant

Common Stock

As of November 21, 2005, all of the securities &d Ooral, including, among other securities, thencoon
stock of Old Loral, were extinguished and deemettebed. In accordance with the Plan of ReorgaiinaiNew
Loral issued 20 million of its 40 million authordehares of common stock, par value $0.01 per gtizre
“Common Stock”), which shares were distributedéo@dance with the Plan of Reorganization.

In connection with a stipulation entered into witrtain directors and officers of Old Loral andipidation
entered into with the plaintiffs in a purportedsdaction lawsuit brought by participants in th& ) Savings Plan
of Old Loral, certain claims aggregating $77 mitlimay result in the distribution of our Common totaddition
to the 20 million shares distributed under the RIiiReorganization (see Note 17).

Preferred Stock

On February 27, 2007 (the “Issuance Date”), Loomhpleted a $300 million preferred stock financing
pursuant to the Securities Purchase Agreementeshieto with MHR Fund Management LLC (“MHR") on
October 17, 2006, as amended and restated on Fel2T1a2007 (the “Securities Purchase AgreemeRtiysuant
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to the Securities Purchase Agreement, Loral soiJ5S2® shares of its Series A-1 cumulative 7.5% editle
preferred stock (the “Series A-1 Preferred Stoeki)l 858,486 shares of its Series B-1 cumulativéo&énvertible
preferred stock (the “Series B-1 Preferred Stocld,dogether with the Series A-1 Preferred Stdug,“t.oral
Series-1 Preferred Stock”) at a purchase price80L.3%04 per share to various funds affiliated WitHR. Each
share of the Series A-1 Preferred Stock is corettat the option of the holder, into ten sharfdsoval common
stock at a conversion price of $30.1504 per sHrier to the Majority Ownership Date (as definetblg and
following stockholder approval of the creation afew class of Class B-1 non-voting common stockheshare of
the Series B-1 Preferred Stock will be convertiblethe option of the holder, into ten shares f @lass B-1 non-
voting common stock at a conversion price of $3041per share. From and after the Majority Ownergrage, the
Series B-1 Preferred Stock and the Class B-1 ndimgyaommon stock may be converted by the holder lLoral
common stock, in the case of the Series B-1 PedeBtock, at the same conversion price, and icdke of the
Class B-1 non-voting common stock, on a shareHaresbasis. The conversion price reflects a prenati2% to
the closing price of Loral's common stock on Octob&, 2006. The conversion price is subject toamustry
adjustments. Dividends on the Loral Series-1 PrefeBtock are paid in kind (i.e., in additional igsaof Loral
Series-1 Preferred Stock) through April 2011. Théee, if Loral satisfies certain financial requirents, the
dividends will be payable in cash or in kind at &g option. Pursuant to the terms of this finag¢iRHR has the
right, which it has not exercised, to nominate additional member to the Loral board of directors.

The terms of the Loral Series-1 Preferred Stocldasigned so that, prior to the Majority Ownerdbite,
any shares of common stock issuable to MHR offfiliaées upon conversion of the Loral Series-1fBred Stock,
when taken together with holdings by MHR or itslaffes of common stock at such time, will not reggnt more
than 39.999% of the aggregate voting power of &oaisties of Loral. From and after the Majority Osvship Date,
this restriction will no longer apply, and all sharof Loral Series-1 Preferred Stock will be cotilebs into common
stock. The “Majority Ownership Date” means the ieadf the date that (i) the beneficial ownershigammon
stock by MHR and its affiliates, but not includiagy of the common stock issuable upon the convesiche Lora
Series-1 Preferred stock, represents more thandd@P& common stock of Loral, or (ii) a third pattgs acquired a
majority of Loral’s common stock on a fully dilutédsis other than pursuant to certain prohibitadgfers of the
Series A-1 Preferred Stock from MHR or its affiiat

The Company and MHR agreed on August 8, 2007 ithaglculating the percentage of the aggregatengoti
power of Loral securities held by MHR or its affiles pursuant to the terms of the Loral Seriesefefed Stock,
(a) the number of shares of Series A-1 Preferredksand/or common stock deemed to be held by MHRies
shall be increased by a number of shares (i) éguak number of shares of restricted stock andhtimeber of
shares subject to stock options of the Company pleesonally held by Dr. Mark H. Rachesky (as of &aber 31,
2007, Dr. Rachesky held 10,000 such shares), §re(ial to 50% of the number of shares of commniooks
reserved for issuance pending resolution of cedaiputed third party claims under the Plan of Raaization of
Old Loral, such number of reserved shares not teex 71,500 shares and (b) the number of outstgustizres of
common stock of the Company shall be decreasednoyrdber of shares equal to 45% of the total nurobshares
of restricted stock (issued to persons other thiatibrs pursuant to the Company’s Amended andaRss2005
Stock Incentive Plan) that are then subject toingdiut have not yet vested as of the date of #teutation, such
numbers of shares of restricted stock not to exoeednillion shares.

In the event of a liquidation, dissolution or windiup of the Company, the holders of the Loral &efi
Preferred Stock are entitled to a liquidation prefiee per share equal to the greater of (i) theeglarchase price
plus accrued and unpaid dividends plus, durinditee66 months following the Issuance Date, a M#¥eole
Amount (as defined below) and (ii) the amount thatild be payable to a holder of the Loral Seri¢xdferred
Stock if such holder had converted such sharedotemon stock immediately prior to such liquidatidissolution
or winding up. Loral will be able to cause the LdPaeferred Stock (as defined below) to be condeirito common
stock or Class B non-voting common stock afteryga&rs from the Issuance Date if the common stotfading
above certain volume thresholds and above 125 peof¢he conversion price for twenty trading days 30-day
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trading day period, but only if the Class B-1 arldsS B-2 nonvoting stock has been authorized by stockholdée
“Class B Non-Voting Stock Authorization”).

In the event of a Change of Control (as definethéncertificates of designation relating to thedld?referre(
Stock), a holder of Loral Series-1 Preferred Stoely at its option (i) redeem some or all of itsrelsaof preferred
stock for cash in an amount equal to the sharehaseeprice plus accrued and unpaid dividends;diyert some or
all of its shares of Series-1 Preferred Stockh@dase of the Series A-1 Preferred Stock, inteeshaf common
stock, and in the case of the Series B-1 Prefe$tedk, into shares of Class B-1 non-voting commntooks or if on
or after the Majority Ownership Date, shares of omn stock, or (iii) if the holder of Loral SeriesPteferred Stock
does not elect to so redeem or convert, such sbétasal Series-1 Preferred Stock will remain dantsling. In
certain cases, a holder’s option to redeem for saskercisable only following Board approval oé tGhange of
Control event. Upon a Change of Control, a holddraval Series-1 Preferred Stock is also entitiedeiceive a
Make-Whole Amount, provided that the Make-Whole Ambis not payable if the Change of Control invalve
either MHR acquiring more than 50% but less tha¥h @ the common stock or another person acquiringerthan
50% of the common stock as a result of an acqoisitf Loral shares from MHR, in either case so laadhe Board
has not approved such transaction. The Make-Wholeuxit means an amount equal to all dividends tloatav
have accrued and accumulated on each share of &erils-1 Preferred Stock (assuming payment aefcaliued
dividends on each dividend payment date) from #te df a Change of Control through the date th&6imonths
after the Issuance Date. The Make-Whole Amounthélpaid in either cash (if the holder elects d cademption,
or if so elected by the Company in the event then@any is then eligible to pay dividends in cash3lwares of
Class B-2 non-voting common stock (if the holderced conversion). If on the Change of Control regkion date,
the Class B Non-Voting Stock Authorization has yettbeen obtained, then the Make-Whole Amountaifgble in
shares, will be paid not in shares of Class B-2vating common stock, but rather, in the case ef th
Series A-1 Preferred Stock, in shares of SeriescAfertible preferred stock (the “Series A-2 Pnefe Stock”)anc
in the case of the Series B-1 Preferred Stockhames of Series B-2 convertible preferred stoc& (th
“Series B-2 Preferred Stock”).

Each share of the Series A-1 Preferred Stock, $&r2 Preferred Stock, Series B-1 Preferred Stock a
Series B-2 Preferred Stock (collectively, the “UdPeeferred Stock”) entitles the holder to 1/10,0@@ for each
share of preferred stock. If the Company (i) fealpay three quarterly dividend payments on theaL8eries-1
Preferred Stock when due or (ii) fails to make diwdend payment when due and there exists at Soehassets or
funds available to pay such dividends, then theldrsl of the Loral Preferred Stock may elect twedtors to the
Companys board of directors, which directors shall semtl guch time as the Company is once again cuerits
dividend payments on the Loral Serie&referred Stock. In addition, there are certatioas that the Company m
not undertake without the consent of the holders wfajority of the outstanding shares of the Lénaferred Stock.

If the Class B Non-Voting Stock Authorization ocs@at a time when no shares of Series A-2 Pref&teck
and Series B-2 Preferred Stock are issued andaodiisiy, the Series A-2 Preferred Stock and Serg<Beferred
Stock will be eliminated from the authorized sheapital of the Company.

The Company paid dividends of $14.4 million throdlyé issuance of 5,427 shares of Series A-1 Pegferr
Stock and 42,335 shares of Series B-1 Preferrezk$to the year ended December 31, 2007. Accruédiiypaid
dividends for Loral Series-1 Preferred Stock aBeftember 31, 2007 were $5.0 million.

The price of Loral’'s common stock on October 18)&ahe day before we signed the Securities Puechas
Agreement, was $26.92 and the conversion priced88s1504. The price of Loral's common stock on Eaby 27,
2007, when the financing closed was $47.40. Becalgee difference between the fair value of thenown stock
on the date the financing closed, as comparedetadhversion price, the Company is required teotfh beneficial
conversion feature of the Loral Series A-1 Prefé@éock as a component of its net loss applicabt®mmon
shareholders for the year ended December 31, 2067vill also reflect a beneficial conversion featim a similar
manner for the Series B-1 Preferred Stock, in #réogd in which shareholder approval of the creatibthe new
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class of Class B-1 non-voting common stock is rexdi This beneficial conversion feature is recorde@ decrease
to net income applicable to common shareholdersesults in a reduction of both basic and dilutachangs per
share. Accordingly, in the three months ended M&&;H2007, we recorded an increase to net losscappd to
common shareholders of $24.5 million. In the peifod/hich shareholder approval of the new class of

Class B-1 non-voting common stock is received, wgeet that our net income (loss) applicable to camm
shareholders will be reduced (increased), as agipb¢ by approximately $154 million reflecting theneficial
conversion feature (less discount, if any, fordtass B-1 non-voting common stock because of its moting
status). To the extent that dividends on the L8eaies-1 Preferred Stock are paid in additionateshaf Loral
Series A-1 Preferred Stock, we record an additibrakficial conversion feature that reduces ouintame
applicable to common shareholders. For the yeagaiecember 31, 2007, we recorded a beneficialersion
feature of $1.2 million, for the dividends in adalital shares of Loral Series A-1 Preferred Stock. Wil also
record an additional beneficial conversion feaiora similar manner for dividends in additional s#sof Loral
Series B-1 Preferred Stock in the period in whicarsholder approval of the class B-1 non-voting icmm stock is
received, and thereafter. For dividends paid awedugd through December 31, 2007 on the Loral

Series B-1 Preferred Stock, the beneficial conearfature that will be recorded when shareholgeraval of the
class B-1 non-voting common stock is receivedpraximately $7 million.

In connection with the preferred stock financingral agreed to present certain proposals to itkktders
at its annual meeting but requested that MHR waiweh undertaking with regard to Loral’s 2008 annmakting.
MHR has agreed to Loral's request as more speltifisat forth in its April 28, 2008 letter agreeni@mtered into
with Loral. Loral intends to seek stockholder apaddor these proposals at its annual meeting DO24r at a
special meeting of stockholders.

Loral incurred issuance costs of $8.9 million imoection with this preferred stock financing. Irdéidn,
Loral paid MHR a placement fee of $6.75 million npdosing of the financing.

Loral Skynet Series A Preferred Stock

On November 21, 2005, Loral Skynet Corporationasisi.0 million of its 2.0 million authorized shaxs
Series A 12% non-convertible preferred stock, $@&lvalue per share (the “Loral Skynet Preferrexti8), which
were distributed in accordance with the Plan ofriganization. The issued shares were distributdnblders of
allowed claims in Orion Class 4, as such term édus the Plan of Reorganization. Dividends onltbeal Skynet
Preferred Stock (if not paid or accrued as perahithieder certain circumstances) were payable in gmeddditional
shares of Loral Skynet Preferred Stock) if the amiafi any dividend payment would exceed certairgholds.

The Loral Skynet Preferred Stock is reflected asamity interest on our consolidated balance sheetfa
December 31, 2006 and dividend expense of $231®mi$24.8 million and $2.7 million for the yeagaded
December 31, 2007 and 2006 and the period Octql®805 to December 31, 2005, respectively, arectdtl as
minority interest on our consolidated statementspefrations.

Dividends paid on Loral Skynet Preferred Stockadollow (in millions, except share data):

Cash PIK Dividends Total
Payment Date Dividend Period Dividends  Shares Amount Dividends
November 5, 20C 7/14/07 to 11/05/0 $ 8.7¢ —% — $ 8.7¢
July 13, 2007 1/14/07 to 7/13/0° 1.2¢€ 61,28 12.2¢ 13.52
January 12, 200 7/14/06 to 1/13/0° 1.77 55,43¢ 11.0¢ 12.8¢
July 14, 200¢ 11/21/05 to 7/13/0 1.27 71,28. 14.2¢ 15.5¢

On November 5, 2007, in connection with the conipietf the Telesat Canada transaction, all issueld a
outstanding shares of Loral Skynet Preferred Stesle redeemed.
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Stock Plans

On November 21, 2005, the New Loral 2005 stockritige plan (the “Stock Incentive Plan”) became
effective pursuant to the Plan of Reorganizatidme Btock Incentive Plan allows for the grant ofesal/forms of
stock-based compensation awards including stodkmmgtstock appreciation rights, restricted stoekfricted stock
units, stock bonuses and other stock-based awentlsdtively, the “Awards”). The total number ofaks of
Common Stock initially reserved and available fmuance under the Stock Incentive Plan was 1,39GHa&res. In
addition, shares of Common Stock that are issuatdier awards that expire, are forfeited or cancaledithheld ir
payment of the exercise price or taxes relatingnt@ward, will again be available for Awards untiex Stock
Incentive Plan. Options issued on December 21, 208&ling 1,390,452 shares, have an exercise proal to the
fair market value of our stock, as defined, vesravfour year period and have a seven year lievéver, because
communications to certain employees with optionalitag 643,500 shares were made on January 9, 2006,
recognition of the grant of these options was d=day such date. The Awards provide for acceleragsting if
there is a change in control, as defined in thelShacentive Plan.

On May 22, 2007, at our annual meeting of stockiaddour stockholders approved the Compsidyhende:
and Restated 2005 Stock Incentive Plan (the “Plamificrease by 1,582,000 the number of sharesadaifor
grant thereunder. These amendments covered tlosvfin grants that were all subject to stockholdgegraval of the
plan amendments: (a) the grant in March 2006 dbaptto purchase 825,000 shares to our Chief ExecQtfficer
in connection with his entering into an employmagiteement with us (the “CEO March 2006 Option G)ant
(b) the grant in June 2006 of options to purch&s8aD shares to our former Chief Financial Officeconnection
with his entering into an amendment to his emplaynagreement, (c) the grant in June 2006 of optionmirchase
120,000 shares to a former director in connectidgh tis entering into a consulting agreement andy(ents of
approximately 175,000 shares of restricted stodkyarily to employees of SS/L. In addition, theseemdments
covered 31,000 shares of restricted stock graotedit directors as part of their compensation gmaimately
410,300 shares available for future grant. Theeshavailable for future grant will be used for as&to our
employees, to fulfill existing contractual obligats and to cover the equity component of our dirsct
compensation. These grants were recognized anduneelaspon stockholder approval of the amendments.

The above-mentioned grant to a former directoroimnection with his entering into a consulting agneat
has been accounted for in accordance with EITF®6&sla non-employee grant and resulted in comgensat
expense of $2.6 million in 2007 (see Notes 3 and 19

The fair value of employee and non-employee awardstimated using the Black-Scholes-Merton model
based on the assumptions below for the periodsareti:

Year Ended For the Period
December 31 October 2, 2005
2007 2006 to December 31, 20C
Risk— free interest rat 45% 4.5% 4.4%
Expected life (years 28C 4.7¢ 4.7t
Estimated volatility 32.8% 27./% 27.2%
Expected dividend None None None
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A summary of the status of stock options awardetkuthe Stock Incentive Plan as of December 317 200
presented below:

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Shares Price Term (in millions)

Outstanding at October 2, 20 — —
Granted (weighted average grant date fair valu82per share =~ 746,95. $ 28.4< 7 year:
Exercisec —

Forfeited —

Outstanding at December 31, 2( 746,95. $ 28.4¢ 7 year:
Granted (weighted average grant date fair valué@pger share ~ 643,500 $ 28.4<

Exercisec

Forfeited (80,000 $ 28.4¢
Outstanding at December 31, 2( 1,310,45. $ 28.4¢ 58year $ 16.1
Granted (weighted average grant date fair valued®8er

share) 965,000 $ 26.9¢
Exercisec (208,75() $ 27.8- $ 2.8
Forfeited (15,000 $ 27.5i
Outstanding at December 31, 2( 2,051,70: $ 27.81 42year $ 13.2
Vested and expected to vest at December 31, 2,043,65 $ 27.8] 42vyear $ 13.2
Exercisable at December 31, 2( 1,376,21. $ 27.8¢ 43year $ 8.8

A summary of non-vested restricted stock as of Ddmx 31, 2007 and changes during the year is piegben
below (restricted stock generally vests over atviour year period):

Weighted Average

Grant- Date
Shares Fair Value
Non-vested restricted stock at January 1, 2 —
Granted 206,70 $ 46.6¢
Vested (intrinsic value of $3,016,0C (62,777 $ 46.6¢
Forfeited (1,919 $ 46.6¢
Non-vested restricted stock at December 31, 2 142,000 $ 46.6¢

The total fair value of options vested was $21.Bioni and $2.5 million for the years ended Decenmier
2007 and 2006, respectively. No options vested b2

In connection with the Telesat Canada transacfiorsuant to change of control provisions in cersiotk
option agreements, vesting on 503,113 shares veadeaated and resulted in stock compensation d¢ost o
$6.1 million charged to expense in 2007. Total cengation cost charged to expense, net of estinfartisitures,
for stock options and restricted stock was $261Baniand $3.0 million in 2007 and 2006, respedinend
$0.1 million for the period from October 2, 20050ecember 31, 2005. The tax benefit recognizedimstatement
of operations for this compensation cost was $flfBon, $1.1 million and zero in 2007, 2006 and30
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respectively. As of December 31, 2007, there wasZbtillion of total unrecognized compensation aetited to
non-vested stock options and restricted stock wisieixpected to be recognized over the next twosyea

As of December 31, 2007, there were 628,004 sludresral common stock available for future grantien
the Stock Incentive Plan.

Predecessor Registrant
Common Stock and Old Loral Stock Plans

All shares of Old Loral common stock were cancellpdn our emergence pursuant to the terms of te Pl
of Reorganization. Options to purchase 2,002,8adeshof Old Loral common stock, with a weightedrage
exercise price of $47.86, were forfeited on Novenitie 2005 in accordance with the Plan of Reorgsiun.

14. Earnings (Loss) Per Share

Basic earnings (loss) per share is computed bgsea the weighted average number of shares of common

stock outstanding. For the years ended Decembe&(8T, and 2006 and for the periods from Octob@0R5 to
December 31, 2005 and January 1, 2005 to Octol#0B, the effect of approximately 2.1 million, Ta8lion,
0.7 million, and 2.0 million stock options outstamgl which would be calculated using the treastmgls method,
were excluded from the calculation of diluted lpss share, as the effect would have been antigfutn addition,
for the year ended December 31, 2007, the effe@tlofmillion shares of non-vested restricted stoek excluded
from the calculation of diluted loss per sharehaseffect would have been antidilutive.

The following table sets forth the computation asiz and diluted loss per share:

Predecessor
Successor Registrant Registrant
For the Period | For the Period
For the Year For the Year October 2, January 1,
Ended Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005
(in thousands, except per share data
Numerator for basic and diluted loss per sh
(Loss) income applicable to common shareholders
from continuing operatior $ (15409 $ (22,720 $ (15,267 |$ 1,030,88:
Gain on sale of discontinued operations, net ofs — — 13,96
Net (loss) income applicable to common
stockholders $ (15409 $ (22,720 $ (15,267 |$ 1,044,84
Denominator
Weighted average common shares outstan 20,087 20,00( 20,00( 44,10¢
Basic and diluted (loss) earnings per sh
Continuing operation $ 0.7) % 119 $ (0.7¢) | $ 23.3i
Discontinued operatior — — — 0.32
(Loss) earnings per she $ 077 $ (114 $ (0.76) | $ 23.6¢
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15. Pensions and Other Employee Benefit
Pensions

We maintain a pension plan and a supplementakrmeéint plan. These plans are defined benefit pension
plans, and members may contribute to the pensimiplorder to receive enhanced benefits. Benaféddased
primarily on members’ compensation and/or yearseofice. Our funding policy is to fund the pengpdan in
accordance with the Internal Revenue Code anda#guos thereon and to fund the supplemental reérgmlan on
a discretionary basis. Plan assets are generalhgiad in equity investments and fixed income itmesits. Pension
plan assets are managed by Russell Investment CBuyssell”), which allocates the assets into sfetiRussell-
designed funds as we direct.

We recognize the long term nature of pension ligdsl, the benefits of diversification across assatses ar
the effects of inflation. Loral’s diversified pensiportfolio is designed to maximize returns caesiswith levels of
liquidity and investment risk that are prudent agalsonable. The assets are invested using speRifissell-
designed funds as directed by the plan’s investro@mimittee. Russell uses a multi asset multi styléti manager
investment approach in designing its funds. Padfask is controlled through this diversificatipmocess and
Russell’s constant monitoring of money managergfoReance results and fund accounting are providete
Company on a monthly basis. Periodic reviews ofpiiefolio are done with Russell and the plan’seisiment
committee. The performance of the pension plansegrerted to the board of directors at the quarteokrd
meetings. The portfolio includes holdings of doreston-U.S. and private equities, fixed incomegsivnents and
alternative investments.

Effective July 1, 2006, we amended our pension fastandardize the future benefits earned atoatipany
locations for eligible employees. These amendmaidigiot change any benefits earned through Jun2(®IB. As a
result of the amendments, all locations now hawaraer average plan that requires an employeeilootidn in
order to receive the highest level of benefits.clirent participants now earn future benefits uitde same formu
and have the same early retirement provisions.afirendments did not apply to certain employees uader
bargaining unit arrangement. Additionally, employdéred after June 30, 2006, do not participathéndefined
benefit pension plan, but participate in our dedigentribution savings plan with an additional Camyp
contribution. As a result of these amendmentsoogioing pension expense and cash funding requirenasrbeen
reduced commencing July 1, 2006.

Other Benefits

In addition to providing pension benefits, we pdw®s/certain health care and life insurance benfefiteetired
employees and dependents. Participants are eliigibtbese benefits generally when they retire famtive service
and meet the eligibility requirements for our pensplan. These benefits are funded primarily oayas-you-go
basis, with the retiree generally paying a portbthe cost through contributions, deductibles egidisurance
provisions.

Curtailment

In connection with the Telesat Canada transacti@pension benefits of Loral Skynet employees leen
frozen and they will no longer earn additional Héseinder the pension plans. Unvested pension géaticipants
will receive credit for Telesat Canada servicevesting purposes only. In addition, only servicempto the date of
the Telesat Canada transaction will be considerelktermine eligibility for retiree, medical antelinsurance
benefits. As a result, and because of other relatguloyee actions, a curtailment gain has beerrdedaipon
completion of the Telesat Canada transaction areflected in the tables below. The net pensidnilltg has been
excluded from the Telesat Canada transaction gatheel by Loral.
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Funded Status

The following tables provide a reconciliation oétbhanges in the plans’ benefit obligations andvalue of
assets for 2007 and 2006, and a statement of tiie€ustatus as of December 31, 2007 and, 200&asgy. We
use a December 31 measurement date for the pauisiomand other post retirement benefit plans. &ffext of the
curtailment was measured as of October 31, 20@7dale of the Telesat Canada transaction. The'gdansfit
obligations and recorded liabilities were revalasdf October 1, 2005, in connection with our awopbf fresh-
start accounting.

Pension Benefits Other Benefits
For The Year Ended For The Year Ended
December 31, December 31,
2007 2006 2007 2006

(in thousands) (in thousands)
Reconciliation of benefit obligatic
Obligation at beginning of peric $371,88: $406,90¢ $85,65: $81,17¢
Service cos 10,14¢ 10,92¢ 1,607 1,482
Interest cos 22,45¢ 21,83¢ 4,99t 4,83¢
Participant contribution 1,612 1,051 1,82 1,56¢
Amendment: — (35,849 (2,815 (2,159
Actuarial (gain) los: (15,499 (12,42) (3,125 3,51¢
Benefit payment (21,387 (20,569 (5,009 (4,779
Curtailment gair (1,35)) (1,169 —
Transfer of liability due to Telesat Canada tratisac — — (8,17¢)
Obligation at December 3 $367,87( $371,88. $73,78( $85,65:
Reconciliation of fair value of plan assi
Fair value of plan assets at beginning of pe $284,278 $247,72¢ $ 86€ $ 1,02¢
Actual return on plan asse 18,93¢ 27,76 89 38
Employer contribution: — 27,46( 3,181 3,00t
Participant contribution 1,61z 1,051 1,82 1,56¢
Benefit payment (20,540 (19,726 (5,009) (4,779
Fair value of plan assets at December $284,280 $28427' $ 95t $ 86€
Funded status at end of peri $(83,587) $(87,600) $(72,837) $(84,78¢)

The benefit obligations for pensions and other eyg® benefits exceeded the fair value of plan sdset
$156.4 million at December 31, 2007, (the “unfunbedefit obligations”). In connection with our adiop of
Statement of Financial Accounting Standards No, Es8ployers’ Accounting For Defined Benefit Pensiod a
Other Postretirement Plang“SFAS 158”), as of December 31. 2006, we wergiired to recognize the funded
status of a benefit plan on our balance sheet. iksult, as of December 31, 2006, we reduced @arded liability
for pensions by $50.5 million, with a correspondangdit to accumulated other comprehensive incame,
increased our recorded liability for other bendfigs$1.0 million, with a corresponding charge towulated other
comprehensive income, to adjust to our actual wddrbenefit obligations. The unfunded benefit alilons were
measured using a discount rate of 6.5% and 6.(@@ee¢mber 31, 2007 and 2006, respectively. Lowdtirg
discount rate by 0.5% would have increased thend#d benefit obligations by approximately $27.8ioml and
$26.6 million as of December 31, 2007 and 200Geetvely. Market conditions and interest rated significantly
affect future assets and liabilities of Loral's pem and other employee benefits plans.
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The pre-tax amounts recognized in accumulated aibraprehensive income as of December 31, 2007 and
2006 consist of (in thousands):

Pension Benefits Other Benefits
December 31 December 31
2007 2006 2007 2006
Actuarial gain (loss $26,477 $16,03: $(2,107) $(2,897)
Amendment-prior service credi 30,82¢ 34,45( 3,44¢ 1,91¢

$57,30¢ $50,48: $1,34° $ (979

The amounts recognized in other comprehensive iraduming the year ended December 31, 2007 corfsist o
(in thousands):

Pension Benefit Other Benefits

Actuarial gain during the peric $ 10,66( $ 3,17¢
Prior service credit during the peri — 2,81t
Amortization of actuarial gai (59) 111
Amortization of prior service crec (2,789 (559
Recognition due to curtailme (994) (699
Recognition due to Telesat Canada transat — (2,537
Total recognized in other comprehensive ince $ 6,827 % 2,321

Amounts recognized in the balance sheet consigh dfiousands):

Pension Benefits Other Benefits
December 31 December 31
2007 2006 2007 2006
Current Liabilities $ 892 $ 797 $ 3,187 $ 3,61
Long-Term Liabilities 82,69¢ 86,81: 69,64¢ 81,17¢

$83,58: $87,60¢ $72,831 $84,78¢

The estimated actuarial gain and prior serviceitfedthe pension benefits that will be amortideaim
accumulated other comprehensive income as a é¢nédlibet periodic cost over the next fiscal yeg®Gsl million
and $2.7 million, respectively. The estimated aga&lidoss and prior service credit for other betsetfnat will be
amortized from accumulated other comprehensivenigcas a credit into net cost over the next fisearys $0 and
$0.5 million, respectively.

The accumulated pension benefit obligation was $864llion and $366.2 million at December 31, 2@0W
2006, respectively.

During 2007, there were no employer contributiaguired to be made to the plan. In September 20018
made the minimum required contribution of $2.3 imillto the pension plan and made an additionalntahy
contribution to the pension plan of $25.2 millidie additional voluntary contribution was madenthpiove the
funded status of the pension plan and to reducedigxpected contributions. During 2008, based wporent
estimates, we expect to contribute approximately/i8lion to the qualified pension plan and exptectund
approximately $4 million for other employee podiremment benefit plans.
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The following table provides the components of pexiodic cost for the plans for the years ended
December 31, 2007 and 2006, and for the periodst@c2, 2005 to December 31, 2005 and JanuaryQOb, 20
October 1, 2005 (in thousands):

Pension Benefits Other Benefits

Predecesso Predecesso

Successor Registran Registrant Successor Registran Registrant
For the Period | For the Period For the Period [ For the Period

For The Year October 2, January 1, For The Year October 2, January 1,

Ended 2005 to 2005 to Ended 2005 to 2005 to
December 31 December 31 October 1, December 31 December 31 October 1,
2007 2006 2005 2005 2007 2006 2005 2005

Service cos $10,14 $10,92¢ $ 2,89 |$ 7,781 $1,607 $1,482 $ 25E |$ 68C
Interest cos 22,45¢ 21,83t 5,76( 17,60! 4,99t 4,83¢ 1,157 3,407
Expected return on plan ass (23,76¢) (22,229 (5,54%) (15,349 (36) (52) (23) (78)
Amortization of prior service cred (2,789 (1,399 — (27) (553 (239 — (1,447
Amortization of net actuarial loss(gai (59 — — 4,97¢ 111 127 — 1,84:
Curtailment gair (2,34%) — — — (1,862 — — —
Net periodic cos $ 3644 $ 913t $ 3,111 |$ 14,99 $4,262 $6,152 $ 1,38¢ |$ 4,40¢

The discount rate used to determine net periodisipa cost was 6.00% for the period January 1, 2007
October 31, 2007 and, as a result of the remeasmtefior the curtailment as of October 31, 20070%3or the
period November 1, 2007 to December 31, 2007. Apsioms used to determine net periodic cost:

Predecessol
Successor Registran Registrant
For the Period | For the Period
For The Year October 2, January 1,
Ended 2005 to 2005 to
December 31 December 31, October 1,
2007 2006 2005 2005
Discount rate 6.00%/6.509 5.75% 5.75% 6.00%
Expected return on plan ass 8.50% 9.00% 9.00% 9.00%
Rate of compensation incree 4.25% 4.25% 4.25% 4.25%
Assumptions used to determine the benefit obligatio
Predecessc
Successor Registran Registrant
December 31 October 1,
2007 2006 2005 2005
Discount rate 6.5(% 6.0(% 5.7% 5.7%%
Rate of compensation incree 4.25% 4.25% 4.25% 4.25%

The expected long-term rate of return on pensian pksets is selected by taking into account theated
duration of the projected benefit obligation foe fhlans, the asset mix of the plans and the fattiie plan assets
are actively managed to mitigate risk. Allowableastment types include equity investments and firedme
investments. Pension plan assets are managed BglRughich allocates the assets into specifiedsBllislesigned
funds as per our directed asset allocation. Eaebifspd Russell fund is then managed by investmeantagers
chosen by Russell. The targeted long-term allonadfoour pension plan assets is 60% in equity itneests and
40% in fixed income investments. Based on thisgbadjocation, the twenty-year historical returroaf investment
managers has been 10.1%. The expected long-teerofregturn on plan assets determined on this bes$s3.5%
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for the year ended December 31, 2007 and 9.0%héyear ended December 31, 2006, and the pericdd eI,
2005 to December 31, 2005 and January 1, 2005 tmb@c1, 2005.

Our pension and other employee benefits plan aflseations by asset category as of December 317 20
and 2006 are as follows:

December 31

2007 2006
Equity investment 54% 55%
Fixed income investmen 46% 45%

10C% 10C%

Actuarial assumptions to determine the benefitgattion for other benefits as of December 31, 208&d a
health care cost trend rate of 9.5% decreasingugtdto 4.5% by 2014. Actuarial assumptions teed®ine the
benefit obligation for other benefits as of Decentkie 2006, used a health care cost trend rat8.@86% decreasir
gradually to 4.5% by 2014. Assumed health caretcest rates have a significant effect on the artereported fo
the health care plans. A 1% change in assumedhhesié cost trend rates for 2007 would have tHeviahg effects
(in thousands):

1% Increase 1% Decreast

Effect on total of service and interest cost congmis of net periodic postretirement
health care benefit co $ 474 $ (390
Effect on the health care component of the accutradllpostretirement benefit obligati $ 5,94¢ $ (4,999

The following benefit payments, which reflect fugigervices, as appropriate, are expected to bgipaid
thousands):

Other Benefits

Gross Medicare

Pension Benefit Subsidy

Benefits Payment: Receipts

2008 $ 23527 $ 455¢ $ 284
2009 24,19: 4,83¢ 314
2010 24,84 5,11¢ 34z
2011 25,61¢ 5,39¢ 36¢
2012 25,77: 5,65( 40C
2013 to 201 140,18° 30,60( 2,37

Assets designated to fund the obligations of oppRmentary retirement plan are held in a trusthSassets
amounting to $6.0 million and $6.4 million as ofd@enber 31, 2007 and 2006, respectively, are nolade for
general corporate use; however, these assets Wwelddailable to general creditors in the eventawidouptcy and,
therefore, do not qualify as plan assets. Accofigiirmher current assets included $0.8 millionla#ge assets as of
December 31, 2007 and other assets included $Hi@mand $6.4 million of these assets as of Decen®i, 2007
and 2006, respectively.

Employee Savings (401k) Plan

We have an employee savings (401k) plan, to whiehtompany provides matching contributions of 66
% of up to 6% of a participant’s pay, and retiret@ntributions. Retirement contributions represmmitributions
made by the Company to provide added retiremerdftieto employees hired on or after July 1, 2GG6they are
not eligible to participate in our defined beng#nsion plan. Retirement contributions are providggrdless of an
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employee’s contribution to the savings (401k) pldatching contributions and retirement contribui@e
collectively known as Company contributions. Comypaantributions are made in cash and placed in each
participant’s age appropriate “life cycle” fund.rRbe years ended December 2007, and 2006, Company
contributions were $7.7 million, and $5.5 millicespectively. For the periods from October 2, 2005
December 31, 2005, and January 1, 2005 to Octgl#0b, Company contributions were $1.0 million and
$3.3 million, respectively. Participants of the isg (401k) plan are able to redirect Company doutions to any
available fund within the plan. Participants agoadble to direct their contributions to any avad#afund.

16. Financial Instruments and Foreign Currency

Financial Instruments

The carrying amount of cash and cash equivalemoapnates fair value because of the short matuarfity
those instruments. The fair value of short-termestments, investments in available-for-sale seearénd
supplemental retirement plan assets is based oketrguotations. The fair value of our long-term tdehs
$143.6 million at December 31, 2006 based on mamieing at that time.

The fair value of the investments in available$ate securities of Globalstar Inc. represents aealized
gain of $0.3 million, before taxes as of DecemlerZ)07 (see Note 8).
Foreign Currency

We, in the normal course of business, are subgjettte risks associated with fluctuations in foreogmrency
exchange rates.

As of December 31, 2007, SS/L had the following ante denominated in Japanese Yen and EUROs (which
have been translated into U.S. dollars based obé¢loember 31, 2007 exchange rates) that were urb€iy
millions):

Foreign Currency Us. ¢

Future revenue— Japanese Ye ¥ 84 $ 0.7

Future expenditure— Japanese Ye ¥ 4,22; $37.€

Future expenditure— EUROs E 3.7 $5E
Derivatives

As part of the Telesat Canada transaction, Teldghtco received financing commitments from a syatic
of banks for $2.279 billion (based on an excharge of $1.00/CAD 0.9429 as of October 31, 200Bevfior
secured credit facilities, $692.8 million of a smmiinsecured bridge facility and $217.2 millionac$enior
subordinated unsecured bridge facility. The puretmge of Telesat Canada was in Canadian dolldriée most of
the debt financing was in U.S. dollars. Accordindtyinsulate themselves from Canadian dollar \&k$8 dollar
fluctuations, Loral, through Loral Skynet, and P8ftered into financial commitments to lock in exiefe rates to
convert some of the U.S. dollar denominated dettgeds to Canadian dollars. On October 23, 200 ISkynet
transferred its financial commitments under itstcacets to Telesat Holdco.

A summary of these transactions is as follows:

1) In December 2006, Loral Skynet entered intoraericy basis swap with a single bank counterparty,
effectively converting $1.054 billion of U.S. debhto CAD 1.224 billion of Canadian debt for a seyemar period
beginning December 17, 2007. This debt amortizepé&pfyear with a final maturity of December 17, 208lo casl
payment was made by Loral Skynet to the counteypartentering into this transaction. This curret@sis swap
was transferred to Telesat Holdco on October 2@720oral Skynet recognized a loss of $39.0 millionthe
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currency basis swap ($36.5 million for 2007 andit$gillion for 2006). As of December 31, 2006, otharrent
liabilities included $2.4 million, reflecting thaif value of the swap.

2) In December 2006, Loral Skynet entered into fmdwvforeign currency contracts with a single bank
counterparty selling $497.4 million for CAD 570.1llion ($1.00/CAD 1.1461) with a settlement date of
December 17, 2007. In January 2007, Loral Skynitred into additional forward foreign currency gats with
the same single bank counterparty selling $200lBomifor CAD 232.8 million ($1.00/CAD 1.1512) with
settlement date of December 17, 2007. No cash pagrmere made by Loral Skynet to the single banktarpart)
for entering into these transactions. Loral Skys&ttward foreign currency contracts were transféto Telesat
Holdco on October 23, 2007. Loral Skynet recognaegin of $122.6 million ($125.9 million gain 2007 and a
$3.3 million loss for 2006) on the forward foreigarrency contracts. As of December 31, 2006, atherent
liabilities include $3.3 million reflecting a matk-market exchange rate of $1.00/CAD 1.1539 offdinevard
foreign currency contracts.

17. Commitments and Contingencie:
Financial Matters
We had outstanding letters of credit of approxiya$6.1 million as of December 31, 2007.

Due to the long lead times required to produce lmsed parts, we have entered into various purchase
commitments with suppliers. These commitments aggesl approximately $568 million as of December22}7
and primarily relate to Satellite Manufacturing klag.

We paid $1.7 million in January 2008 and are oltidao pay $1.7 million in January 2009 to the
U.S. Department of State pursuant to a consenteagget entered into by Old Loral and SS/L.

SS/L has deferred revenue and accrued liabilibepérformance warranty obligations relating teeHigs
sold to customers, which could be affected by ipperformance of the satellites. These reservesxjoected costs
for warranty reimbursement and support are basdustorical failure rates. However, in the eventaafatastrophic
failure of a satellite, which cannot be predictindse reserves likely will not be sufficient. Sp#riodically reviews
and adjusts the deferred revenue and accruedtiedilor warranty reserves based on the actudpeance of eac
satellite and remaining warranty period. A recaatibn of such deferred amounts for the years emszbmber 31,
2007 and 2006 and for the periods October 2, 20@etember 31, 2005 and January 1, 2005 to Ociligt#005, is
as follows (in millions):

Balance of deferred amounts at January 1, : $27.2
Accruals for deferred amounts issued during theoe 1.3
Accruals relating to p-existing contracts (including changes in estime 10.t
Balance of deferred amounts at October 1, - 39.C
Accruals for deferred amounts issued during thee —
Accruals relating to p-existing contracts (including changes in estime 2.7
Balance of deferred amounts at December 31, 417
Accruals for deferred amounts issued during thée 4.8
Accruals relating to p-existing contracts (including changes in estime 7.4
Balance of deferred amounts at December 31, 53.¢
Warranty costs incurred including payme (20.¢)
Accruals relating to p-existing contracts (including changes in estime (8.7)
Balance of deferred amounts at December 31, $ 35.C
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The reduction of the deferred amounts was primaitilfbutable to a resolution of certain warranty
obligations for less than previously estimated ami®un connection with the reduction of the defdramounts,
interest expense was reduced by $4.5 million ferytar ended December 31, 2007.

In connection with the Telesat Canada transactioral is restructuring its corporate functions. dingh mid-
2008 Loral will reduce the number of employeegsaheadquarters, consolidating some functions At. $&iring
2007, Loral charged approximately $7.0 million &fling, general and administrative expenses, mdorgeveranc
and related costs, and expects to make cash paymetated to the restructuring primarily during 8Ghd 2009.
Approximately $0.2 million was paid as of DecemBgr 2007.

Many of SS/L’s satellite contracts permit SS/L’'stamers to pay a portion of the purchase pricehfer
satellite over time subject to the continued penfance of the satellite (“orbitals”), and certainrS8/L’s satellite
contracts require SS/L to provide vendor finandm@s customers, or a combination of these cotuedd¢erms.
Some of these arrangements are provided to cussdimegrare start-upompanies or companies in the early stag
building their businesses. There can be no assetfat these companies or their businesses wilibeessful and,
accordingly, that these customers will be ableautfillftheir payment obligations under their cordtawith SS/L. Wt
believe that these provisions will not have a matadverse effect on our consolidated financialifian or our
results of operations, although no assurance camdwided. Moreover, SS/L’s receipt of orbital pagmts is subject
to the continued performance of its satellites galheover the contractually stipulated life of thatellites. Since
these orbital receivables could be affected byréusatellite performance, there can be no assutaat&S/L will b
able to collect all or a portion of these receieabl

On July 30, 2007, SS/L entered into an AmendedRextated Customer Credit Agreement (the “Credit
Agreement”) with Sirius Satellite Radio Inc. (“3ig"). The Credit Agreement amends and restatds intirety the
Customer Credit Agreement entered into by SS/L&irids on June 7, 2006 (the “Original Credit Agresti). The
purpose of the amendment and restatement is to enalilable to Sirius financing for the purchasasecond
satellite under the Amended and Restated SatBllitehase Agreement between Sirius and SS/L dateflJaty 23,
2007 (the “Amended Satellite Purchase Agreemebltiler the Credit Agreement, SS/L has agreed to rivakes tc
Sirius in an aggregate principal amount of up t6Q00,000 to finance the purchase of the Sirius3-amd FM-6
Satellites (the “Sirius Satellites”). Loans madelemthe Credit Agreement are secured by Siriugitsiginder the
Amended Satellite Purchase Agreement, includinggtss to the Sirius Satellites. The loans are alstitled to the
benefits of a subsidiary guarantee from SatellileRadio, Inc., and, subject to certain exceptiany, future
material subsidiary that may be formed by Siriuseh#ter. The maturity date of the loans is theiestrto occur of
(i) June 10, 2010, (ii) 90 days after the FM-6 8itdebecomes available for shipment and (iii) 20/8l prior to the
scheduled launch of the FM-6 Satellite. Loans matter the Credit Agreement generally bear inteakatvariable
rate equal to thremonth LIBOR plus a margin. The Credit Agreementyi&s Sirius to prepay all or a portion of
loans outstanding without penalty, and, upon treugence of certain events, Sirius is requiredréppy the loans.
As of December 31, 2007, no loans were outstandginalgr the Credit Agreement. Sirius is currentlgiélie to
borrow $82 million under the Credit Agreement, esggmting reimbursement of payments previously rbgdgirius
under the Amended Satellite Purchase Agreement.

See Note 19 — Related Party Transactions — Traiasecivith Affiliates — Telesat Canada for
commitments and contingencies relating to our ages to indemnify Telesat Canada for certain liib8 and our
arrangements with ViaSat, Inc. and Telesat Canada.

Satellite Matters

Satellites are built with redundant componentsdualittonal components to provide excess performance
margins to permit their continued operation in calseomponent failure, an event that is not uncomimacomplex
satellites. Twenty-three of the satellites built®§/L and launched since 1997 have experienceddagpower
from their solar arrays. There can be no assurdnatene or more of the affected satellites will @xperience
additional power loss. In the event of additionaver loss, the extent of the performance degradatiany, will
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depend on numerous factors, including the amouttteofdditional power loss, the level of redundamaijt into the
affected satellite’s design, when in the life of tiffected satellite the loss occurred, how maawysponders are then
in service and how they are being used. It is ptssible that one or more transponders on a satelhy need to be
removed from service to accommodate the powerdndso preserve full performance capabilities anrdmaining
transponders. A complete or partial loss of a btsl capacity could result in a loss of orbitatentive payments to
SS/L. With respect to satellites under construcéind the construction of new satellites, basedoimvestigation o
the matter, SS/L has identified and has implemergetkdiation measures that SS/L believes will prenewly
launched satellites from experiencing similar anesaSS/L does not expect that implementatiorne$é measurt
will cause any significant delay in the launch afedlites under construction or the constructioneiv satellites.
Based upon information currently available, inchgidesign redundancies to accommodate small p@sses$, and
that no pattern has been identified as to the iminspecific location within the solar arrays lo€ failures, we
believe that this matter will not have a mater@derse effect on our consolidated financial positio our results of
operations, although no assurance can be provided.

In November 2004, Intelsat Americas 7 (formerlystat 7) experienced an anomaly which caused it to
completely cease operations for several days béfaras partially recovered. Four other satellienufactured by
SS/L for other customers have designs similar tel$at Americas 7 and, therefore, could be suddep similar
anomalies in the future. A partial or complete lothese satellites could result in the incurreofcearranty
payments by SS/L.

SSL relies, in part, on patents, trade secretkaod-how to develop and maintain its competitivesipon.
There can be no assurance that infringement ofiegithird party patents has not occurred or wiit accur. In the
event of infringement, we could be required to payalties to obtain a license from the patent hgldsgfund money
to customers for components that are not usealrledessign our products to avoid infringement, &livbich would
increase our costs. We may also be required uhdgetms of our customer contracts to indemnifyaustomers
for damages.

See Note 19 — Related Party Transactions — Traiosactvith Affiliates — Telesat Canada for
commitments and contingencies relating to SS/Ligakion to make payments to Telesat Canada faispanders
on Telstar 10 allocated to ChinaSat.

Regulatory Matters

SS/L is required to obtain licenses and entert@tbnical assistance agreements, presently uneler th
jurisdiction of the State Department, in connectiath the export of satellites and related equiptnand with the
disclosure of technical data to foreign personse Buthe relationship between launch technologyraisgdile
technology, the U.S. government has limited, aridkédy in the future to limit, launches from Chiaad other
foreign countries. Delays in obtaining the necgsaenses and technical assistance agreementsmh#we past
resulted in, and may in the future result in, tbkag of SS/LS performance on its contracts, which could rdasuthe
cancellation of contracts by its customers, theiirence of penalties or the loss of incentive paysiender these
contracts.
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Lease Arrangements

We lease certain facilities and equipment undeg@gents expiring at various dates. Certain leasesring
facilities contain renewal and/or purchase optiwh&h may be exercised by us. Rent expense, retliéase
income is as follows (in thousands):

Gross Subleas:

Rent Income Net Rent
Year ended December 31, 2C $26,30: $ (76) $26,22¢
Year ended December 31, 2C $27,317 $ (200 $27,29:
October 2, 2005 to December 31, 2! $653 $ (38 $ 6,49¢
January 1, 2005 to October 1, 2( $20,057 $ (261) $19,79¢

Future minimum payments, by year and in the agdeegader operating leases with initial or remaining
terms of one year or more consisted of the follgnas of December 31, 2007 (in thousands):

2008 $ 8,58¢
2009 7,671
2010 6,957
2011 4,92
2012 2,651
Thereaftel 1,97¢

$32,76¢

Legal Proceedings
New York Shareholder Litigation

On or about November 3, 2006, plaintiff Maxine Bapderivatively on behalf of Loral Space &
Communications Inc., filed a shareholder derivat@mplaint in the Supreme Court of the State of Nk,
County of New York, against all the members ofltbeal board of directors and against Loral as ainaimn
defendant. On or about April 4, 2007, the plairfilfd an amended shareholder class and derivativgplaint
against all members of the Loral board of directtkIR and certain funds (the “MHR Funds”) and otkatities
affiliated with MHR (collectively, MHR, the MHR Fuds and such other entities, the “MHR Entitieafid Loral as
nominal defendant. The amended complaint allegaeng other things, that, in connection with the @any’s
Securities Purchase Agreement dated October 16, 28(amended and restated on February 27, 206Ugmi to
which the Company sold to the MHR Funds $300 miliio new convertible preferred stock, the direcemd the
MHR Entities breached their fiduciary duties to @@mpany, including the fiduciary duties of care éyalty, and
that the MHR Entities and Dr. Mark H. Rachesky haiged and abetted the directors’ breach of fidyaiaty. The
amended complaint seeks, among other things, tsotih the derivative claims and the class actiomda
preliminary and permanent injunctive relief, an advaf compensatory damages in an amount to berdited,
rescission of the Securities Purchase Agreemenplautiff's costs and disbursements, includingateys’ and
experts’ fees and expenses.

The plaintiff, Mrs. Babus, died in November 2006¢dain August 2007, her son was substituted asiiffain
place of his deceased mother. After discussionsd®t the parties in which it was decided not tcpea with a
Memorandum of Understanding entered into in Mar@b72(more fully described in the Company’s Repart o
Form 8-K filed on March 21, 2007, and the full textwhich is attached as Exhibit 10.1 thereto)ght of a further
advanced Delaware shareholder litigation (discubsdalv), the parties have agreed, and the coamiarder dated
December 5, 2007 ordered, that Bebuslawsuit be stayed pending final resolution of sDethaware shareholder
litigation.
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In addition, the Company has received requestsétemnification and advancement of expenses fram it
directors pursuant to their indemnification agreetaavith the Company for any losses or costs thay imcur as a
result of theBabuslawsuit.

Delaware Shareholder Litigation

On or about May 14, 2007, the Court of ChancerthefState of Delaware in and for New Castle County
entered an order consolidating two civil actionsvpously commenced by certain stockholders of thm@any
against the Company, the MHR Entities and the iddi& members of the Company’s board of directordeu the
captionin re: Loral Space and Communications Inc. Consibd Litigation. Plaintiffs in this action are certain
stockholders of the Company who allege that thdg beer 25% of the outstanding common stock ofGloenpany
(the “Blackrock Plaintiffs”) and Highland Crusadeffshore Partners, L.P. (“Highland,” and, togethith the
Blackrock Plaintiffs, the “Delaware Plaintiffs” & purported owner of over 7% of Loral's outstagdiommon
stock. The Blackrock Plaintiffs have brought theecderivatively on behalf of the Company and diyeah behalf
of the Blackrock Plaintiffs individually. The cabhas also been brought by Highland as a class astidrehalf of a
class of Loral stockholders consisting of all ségurolders of the Company (except the defendamtspgersons or
entities related to or affiliated with the defent&giwho, as alleged in the amended and consolidatexgblaint, “are
or will be threatened with injury arising from Deftants’ actions” as described in the amended anslatidated
complaint.

In the amended and consolidated complaint, thekBtak Plaintiffs have brought derivative claimsegiing,
among other things, that, in connection with theusities Purchase Agreement, pursuant to whiclCthmapany sol
$300 million of preferred stock to the MHR Funds tirectors and the MHR Entities breached thdudiary
duties to the Company, including the fiduciary datof care and loyalty, the MHR Entities have aided abetted
the directors’ breach of fiduciary duty, and theedtors have engaged in conduct, or intentionallyeoklessly
approved conduct, that has caused the Companydie waluable corporate assets. In addition, theliterk
Plaintiffs have brought a direct claim againstMigR Entities and Dr. Rachesky alleging breach efrtfiduciary
duties allegedly owed to the Blackrock Plaintitied a claim alleging that, by approving, engagmgnd closing
the transactions contemplated by the SecuritiestRige Agreement, defendants violated the restnictio
transactions between companies and their intereste@holders contained in Section 203 of the Dataweneral
Corporation Law.

In the amended and consolidated complaint, Highleawdbrought class claims alleging, among othegthi
that, in connection with the Securities Purchasesdment, MHR and the individual defendants breathei
fiduciary duties in negotiating and approving tlee&ities Purchase Agreement, MHR and the individagendant
breached their fiduciary duties by failing to tenaie and rexegotiate the Securities Purchase Agreement afiexs
announced, the individual defendants committedl@a vires abdication of their statutory authori§tHR and the
individual defendants breached their fiduciary doftglisclosure by stating publicly that they woslkkk to
renegotiate the Securities Purchase Agreementitfteis announced or to obtain an alternative astéad
proceeding with the Securities Purchase Agreenagat MHR aided and abetted the individual defendantiseir
breach of fiduciary duty.

In May 2007, the defendants filed answers, dengimgallegations of wrongdoing and asserting various
defenses. On February 20, 2008, the court enteredder (i) certifying a class action as to thesslalaims for a
class of all record and beneficial owners of comrstmtk of Loral as of October 17, 2006 and thedcegsors,
representatives, trustees, executors, adminissiateirs, assigns or transferees, (ii) appointiightdnd as class
representative and (iii) designating counsel tocthss.

In a pre-trial stipulation and order entered imtd-ebruary 2008, the Delaware Plaintiffs stated ttha relief
they were seeking was, among other things, (ay@er alirecting that MHR offer the preferred stockqhased
pursuant to the Securities Purchase Agreementthtegeith all accrued and PIK dividends thereorglt@ther
holders of Loral common stock on a pro rata basid, that in connection with such offer, the terthe preferred
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stock be modified to reflect market terms and othes be fair to Loral’s non-controlling stockholdeor (b) in the
alternative, (i) an order, pending conversion ef pheferred stock into nonvoting common stock, isipg a
constructive trust on the preferred stock for thadiit of Loral and the class pursuant to which Mé#Rnot receive
any benefits from the preferred stock or exercised the rights associated with the preferredlstaad (ii) an
order determining and resetting the conversiorepuicthe preferred stock at the fair market valtiearal as of
October 17, 2006 (the “new conversion price”); @iflan order reeharacterizing the preferred stock as that nui
of shares of non-voting common stock into whichgheferred stock would convert at the new convargidce (the
“new resulting shares”of, alternatively, an order enjoining MHR from cemnting the preferred stock into any m
shares than the new resulting shares; enjoiningllfmym issuing to MHR in place of the preferredcst any more
shares than the new resulting shares and contitiéhgonstructive trust with respect to any renmgjréhares of
preferred stock); (c) an order directing MHR togdisge the $6.75 million placement fee paid by LoodlIHR in
connection with the preferred stock issuance anthe extent not disgorged, an order holding MHR @ director
defendants jointly and severally liable for thatcamt; (d) an order directing MHR to repay Loral fbe fees
incurred by MHR'’s financial and legal advisors omoection with Securities Purchase Agreement anthet extent
not repaid, an order holding MHR and the directtgfendants jointly and severally liable for thatoamt; (e) an
order holding MHR and the director defendants Jgiahd severally liable for all other costs andexges incurred
by Loral in connection with the Securities PurchAgeeement and the litigation; (f) an award of at&ys’ fees,
costs and expenses, including expert fees, to gi@aiare Plaintiffs’ counsel; and (g) such other amther relief as
the court deems just and proper. If there is ardetation of liability, however, the Court of Charg, which is a
court of equity, has wide latitude in determiniegnedies.

A trial in this action commenced in early March 808act testimony was completed, but expert testinig
scheduled to be heard on May 12, 2008.

In addition, the Company has received requestmémnification and advancement of expenses from
certain of its directors under their indemnificatiagreements with the Company for any losses ds tbsy may
incur as a result of the re: Loral Space and Communications Inc. Consaakd Litigationlawsuit.

Although there can be no assurance as to the oetodhis litigation, we do not currently believet the
litigation will have a material adverse effect air consolidated financial position or results oémdions.

Skynet Noteholders Litigation

On November 21, 2005, Loral Skynet issued $126anilprincipal amount of Loral Skynet Notes undex th
Indenture. The Loral Skynet Notes could be redeepnied to October 15, 2009 (an “Early Redemptioat’a
redemption price of 110% of the principal amounisphccrued and unpaid interest if the holders ofttirds of the
principal amount of the Loral Skynet Notes did abject to the redemption. On June 13, 2007, atdfaest of
Loral Skynet, the trustee under the Indenture ‘(Tlastee”) issued a Notice of Provisional Redemption July 12,
2007, the Trustee reported that objections to thpgsed redemption had been received from holddrsral
Skynet Notes representing less than two-thirdeefautstanding Loral Skynet Notes, and, on July206;7, at the
request of Loral Skynet, the Trustee issued anntiional Notice of Full Redemption. Consequenthg Loral
Skynet Notes were redeemed on September 5, 208Tharnndenture was discharged.

In connection with the redemption of the Loral Sé&yNotes, on June 13, 2007, GPC XLI L.L.C., Rockvie
Trading, Ltd., KS Capital Partners L.P., Murray @GalpManagement, Inc. Watershed Capital InstitugidPartners
L.P., Watershed Capital Partners (Offshore), Ltdl Watershed Capital Partners L.P. (collectiveig, 1Skynet
Noteholder Plaintiff") as holders of Loral Skynet Notes commenced dio@in the Court of Chancery of the State
of Delaware in and for the County of New Castleiasfa_oral, Loral Skynet and the subsidiaries ofdl&kynet
that are obligors under the Indenture (collectiyéBefendants”) alleging that Defendants breaclnedihdenture
and the implied covenant of good faith and fairlidegin the Indenture and the Loral Skynet Notes.
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Specifically, the Skynet Noteholder Plaintiffs’ cphaint relates to the Securities Purchase Agreegndarsd
as of October 17, 2006, as amended and restatEdlnary 27, 2007, between Loral and MHR, purst@mthich,
in February 2007, funds affiliated with MHR purchespb300 million of Loral Serie$-Preferred Stock from Loral
described in Note 13. In that agreement, among ditfiregs, MHR also agreed to cause its affiliatends, which
collectively hold more than one-third of the outsteng Loral Skynet Notes, not to object to a preggbEarly
Redemption of the Loral Skynet Notes in connectidth a transaction such as the Telesat Canadaairtos,
subject to the consummation of that transactior Skynet Noteholder Plaintiffs allege that Loratmpensated
MHR for the Early Redemption covenant and that Méiéknot waive its objection to the provisional dailt free.
The Skynet Noteholder Plaintiffs further allegetttiee payment to MHR for the Early Redemption cardrwas nc
offered to any other noteholder, and was a wayagfmy MHR more than the stated redemption priceterLoral
Skynet Notes and evading the non-MHR noteholdégkts to object to a redemption. The Skynet Notééol
Plaintiffs are seeking, among other things, an ofd&eclaring that Defendants violated the teohthe Indenture;
(i) declaring an event of default pursuant to lthéenture; (iii) directing the Defendants to pagrtha sum not less
than $17.9 million in lost interest; (iv) an awanfdattorneys fees, costs and expenses, includipgrefees, to their
counsel pursuant to the Indenture; and (v) grardingh other relief as the court deems just andgsrop

In connection with a motion for a preliminary infttion brought by the Skynet Noteholder Plaintiff®opto
the redemption, which was denied by the court, Lagaeed to place $12 million, which is includedestricted
cash in other current assets in our consolidatihba sheet, in escrow for the benefit of holdédsomal Skynet
Notes other than funds affiliated with MHR shouiéy ultimately prevail

A trial on the merits commenced in early March 2@@@ether with the trial in thim re: Loral Space and
Communications Inc. Consolidated Litigatifdiscussed above). Fact testimony was completeddpert testimor
is scheduled to be heard on May 12, 2008.

Loral believes that the September 5, 2007 EarlyeResdion is proper in accordance with the termsdhef t
Indenture. Although there can be no assurance the toutcome of this litigation, Loral believesttttze likelihood
of an unfavorable outcome is remote, and theretbeeCompany has not recorded a loss contingeateceto this
matter.

Informal SEC Inquiry

In June and July 2007, we received letters fronStadf of the Division of Enforcement of the SE@oiming
the Company that it is conducting an informal imgw@nd requesting that the Company provide cedagtuments
and information relating primarily to the Securdtieurchase Agreement, dated as of October 17, 28G8nended
and restated on February 27, 2007, between LochMii#R and activities before and after its executisrwell as
documents and information relating to the redenmptibthe Loral Skynet Notes (see Note 10) and denimand
information regarding the directors and officerd.ofal. The letter advised that the informal ingqushould not be
construed as an indication by the SEC or its stefif any violations of law have occurred, or asdwverse reflection
upon any person or security. The Company is cotipgraith the SEC staff. In addition, the Comparag eceived
requests for indemnification and advancement oéesps from certain of its advisors with respeciosts they may
incur as a result of compliance with SEC documequests.

Rainbow DBS Litigation

In March 2001, Loral entered into an agreement ‘[|R@nbow DBS Sale Agreement”) with Rainbow DBS
Holdings, Inc. (“Rainbow Holdings”) pursuant to whilLoral agreed to sell to Rainbow Holdings itemest in
Rainbow DBS Company, LLC (formerly R/L DBS CompahyC, “Rainbow DBS") for a purchase price of
$33 million plus interest at an annual rate of 8&6rf April 1, 2001. Loral’s receipt of this purchgsdéce was,
however, contingent on the occurrence of certagmtsy including without limitation, the sale of stamtially all of
the assets of Rainbow DBS. At the time of the RamiBS Sale Agreement, Loral’s investment in RaimtiaBS
had been recorded at zero and Loral did not regoeteivable or gain from this sale. In Novembe¥3Rainbow
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DBS sold its Rainbow 1 satellite and related ageeEchoStar Communications Corporation. Rainbowdigs,
however, informed Loral that it did not believettharal was entitled to receive an immediate paynoéithe
purchase price under the Rainbow DBS Sale Agreeasatresult of the EchoStar sale transaction.| ldisputed
Rainbow Holdings’ interpretation of the agreemeamd,an September 2005, commenced a lawsuit in tipgesne
Court of the State of New York to enforce its rggttiereunder. After a jury trial held in Januar@20the jury
returned a verdict in favor of Loral, and a finatigment in the amount of $52 million (representimg $33 million
purchase price plus interest at 8% from April 102@hrough the date of the judgment) was entereithédygourt on
March 12, 2007. Rainbow Holdings filed a motiors&t aside the verdict or, in the alternative, a tréad; which
motion was denied by the court by order dated M&@;i2007. Rainbow DBS appealed the final judgnaeiak the
court’s order denying Rainbow DBS'’s motion to s&tla the verdict or for a new trial. In FebruarP&pthe
Appellate Division, First Department, unanimoudffirmed the final judgment and the court’s ordengiag
Rainbow Holding’s motion to set aside the verdictar a new trial. Rainbow Holdings’ motion for keato appeal
to the Court of Appeals was denied on April 8, 2008 April 15, 2008, Rainbow Holdings moved fordedo
appeal directly from the Court of Appeals. A thparty has asserted a prepetition claim againsEtmpany in the
amount of $3 million with respect to the purchasee

Indemnification Claims of Directors and Officers@id Loral

Old Loral was obligated to indemnify its directansd officers for any losses or costs they may imasua
result of the lawsuits described below in ClassdkcSecurities Litigations, Class Action ERISA pigition and
Globalstar Related Class Action Securities Litigasi. The Plan of Reorganization provides that thextliability of
New Loral pos-emergence in respect of such indemnity obligaidimited to theln re: Loral Space ERISA
Litigation andIn re: Loral Space & Communications Ltd. Securifi#ggation cases and then only in an aggregate
amount of $2.5 million (the “Direct Indemnity Lidiby”). In addition, most directors and officers\efiled proofs
of claim (the “D&O Claims”) in unliquidated amountsth respect to the prepetition indemnity obligat of the
Debtors. The Debtors and these directors and officecluding Mr. Bernard L. Schwartz, Loral’'s Chaan of the
Board and Chief Executive Officer until his retirem effective March 1, 2006, with respect to alicls he may
have other than the Globalstar settlement for whielhas a separate indemnity claim of up to $2bamias
described below, have agreed that in no eventhgil indemnity claims against Old Loral and Lo@aion in the
aggregate exceed $25 million and $5 million, resipely. If any of these claims ultimately becomesaiiowed
claim under the Plan of Reorganization, the claitwasuld be entitled to a distribution under therPtd
Reorganization of New Loral common stock based utperamount of the allowed claim. Any such disttid of
stock would be in addition to the 20 million shaoéNew Loral common stock distributed under tharPbf
Reorganization to other creditors. Instead of isgwiuch additional shares, New Loral may elecatsfy any
allowed claim in cash in an amount equal to the Imemof shares to which plaintiffs would have bestitied
multiplied by $27.75 or in a combination of additéd shares and cash. We believe, although no assican be
given, that New Loral will not incur any substaht@sses as a result of these claims.

Class Action Securities Litigations

In August 2003, plaintiffs Robert Beleson and Hariatcovsky filed a purported class action complain
against Bernard L. Schwartz in the United Statestri@t Court for the Southern District of New Yoikhe complair
seeks, among other things, damages in an unsgkaifi@unt and reimbursement of plaintiffs’ reasoealglsts and
expenses. The complaint alleges (a) that Mr. Satawdolated Section 10(b) of the Securities ExcleaAgt of 1934
(the “Exchange Act”) and Rule 10b-5 promulgatedeeder, by making material misstatements or fgitnstate
material facts about our financial condition raigtto the sale of assets to Intelsat and our Chagtéling and
(b) that Mr. Schwartz is secondarily liable forsbealleged misstatements and omissions under 8&f{@) of the
Exchange Act as an alleged “controlling persohOld Loral. The class of plaintiffs on whose biétiae lawsuit ha:
been asserted consists of all buyers of Old Layaimaon stock during the period from June 30, 2008uth
July 15, 2003, excluding the defendant and cegansons related to or affiliated
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with him. In November 2003, three other complaagsinst Mr. Schwartz with substantially similareagttions wer
consolidated into thBelesorcase. In February 2004, a motion to dismiss theptaint in its entirety was denied by
the court. The defendant filed an answer in Maf@®42 Discovery in this case has been completeéhtfla have
filed a motion for class certification which is mg. Since this case was not brought against ©tall_but only
against one of its officers, we believe, althoughassurance can be given, that, to the extenathaaward is
ultimately granted to the plaintiffs in this actjdhe liability of New Loral, if any, with respettiereto is limited
solely to the D&O Claims as described above unttetémnification Claims.”

In November 2003, plaintiffs Tony Christ, individlygand as custodian for Brian and Katelyn Chi@&asey
Crawford, Thomas Orndorff and Marvin Rich, filegharported class action complaint against Bernar8dhwartz
and Richard J. Townsend in the United States BisBourt for the Southern District of New York. Toemplaint
seeks, among other things, damages in an unsgkaifi@unt and reimbursement of plaintiffs’ reasoealglsts and
expenses. The complaint alleges (a) that defendéitged Section 10(b) of the Exchange Act and
Rule 10b-5 promulgated thereunder, by making nmeterisstatements or failing to state material fatisut Old
Loral’s financial condition relating to the restatent in 2003 of the financial statements for theosd and third
quarters of 2002 to correct accounting for certgineral and administrative expenses and the aliegaper
accounting for a satellite transaction with APTellae Company Ltd. and (b) that each of the defensl is
secondarily liable for these alleged misstatemantsomissions under Section 20(a) of the Exchargyeasan
alleged “controlling person” of Old Loral. The ctasf plaintiffs on whose behalf the lawsuit hasrbasserted
consists of all buyers of Old Loral common stockiuigi the period from July 31, 2002 through JuneZZ¥)3,
excluding the defendants and certain persons tetater affiliated with them. In October 2004, atioo to dismiss
the complaint in its entirety was denied by thertolihe defendants filed an answer to the complailtecember
2004. Discovery in this case has been stayed,ranstay will remain in effect until 30 days aftedecision on the
pending class certification motion in tBelesorcase discussed above or upon 20 days notice ber @isinty. Since
this case was not brought against Old Loral, blit against certain of its officers, we believehaligh no assuran
can be given, that to the extent that any awauttiimately granted to the plaintiffs in this actjdhe liability of New
Loral, if any, with respect thereto is limited dgléo the D&O Claims as described above under “mdiication
Claims.”

Class Action ERISA Litigation

In April 2004, two separate purported class actavsuits filed in the United States District Cofot the
Southern District of New York by former employed<3dd Loral and participants in the Old Loral SaygPlan (th
“Savings Plan”) were consolidated into one actitad In re: Loral Space ERISA Litigationin July 2004, plaintiff
in the consolidated action filed an amended codatdid complaint against the members of the Lorat8
Communications Ltd. Savings Plan Administrative @aittee and certain existing and former membersefBoar
of Directors of SS/L, including Bernard L. Schwarthe amended complaint seeks, among other thilagsages in
the amount of any losses suffered by the Savings ¥l be allocated among the participants’ indigldaccounts in
proportion to the accounts’ losses, an order colmgellefendants to make good to the Savings Pldosses to the
Savings Plan resulting from defendants’ allegecdines of their fiduciary duties and reimbursemémbsts and
attorneys’ fees. The amended complaint allegethé)defendants violated Section 404 of the Emmdyetirement
Income Security Act (“ERISA™)by breaching their fiduciary duties to prudentlyldoyally manage the assets of
Savings Plan by including Old Loral common stoclaasnvestment alternative and by providing matghin
contributions under the Savings Plan in Old Lotatk, (b) that the director defendants violatedti®aci04 of
ERISA by breaching their fiduciary duties to monitiee committee defendants and to provide them adtturate
information, (c) that defendants violated Sectiéf4 and 405 of ERISA by failing to provide complated accurate
information to Savings Plan participants and beegfies, and (d) that defendants violated Sectfidsand 405 of
ERISA by breaching their fiduciary duties to avoahflicts of interest. The class of plaintiffs ome@se behalf the
lawsuit has been asserted consists of all partit§oa or beneficiaries of the Savings Plan attimg between
November 4, 1999 and the present and whose accimehided investments in Old Loral stock. Plairgtiffave alsi
filed a proof of claim against Old Loral with regpéo this case and have
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agreed that in no event will their claim againstl Qbral with respect to this case exceed $22 millid plaintiffs’
claim ultimately becomes an allowed claim underRken of Reorganization, plaintiffs would be eetitlto a
distribution under the Plan of Reorganization of\Neoral common stock based upon the amount of ifbeved
claim. Any such distribution of stock would be iddition to the 20 million shares of New Loral commstock
being distributed under the Plan of Reorganizatiioother creditors. Instead of issuing such add#ishares, New
Loral may elect to satisfy any allowed claim inft@s an amount equal to the number of shares tatwhlaintiffs
would have been entitled multiplied by $27.75 oaicombination of additional shares and cash.

In addition, two insurers under Old Loral's diret@nd officers liability insurance policies havended
coverage with respect to the case tiflede: Loral Space ERISA Litigatioreach claiming that coverage should be
provided under the other’s policy. In December 20i of the defendants in that case filed a lavsuhe United
States District Court for the Southern DistrictNg#w York seeking a declaratory judgment as toibistrito receive
coverage under the policies. In March 2005, tharirs filed answers to the complaint and one ofrikerers filed .
cross claim against the other insurer which sushrier answered in April 2005. In August and Oct@@05, each
of the two potentially responsible insurers movepasately for judgment on the pleadings, seekioguat ruling
absolving it of liability to provide coverage ofetfERISA action. In March 2006, the court grantealrtiotion of one
of the insurers and denied the motion of the oitmurer. Discovery with regard to defenses to cagerasserted by
the potentially responsible insurer has ended tlamdiefendant insurer moved for summary judgmetit reispect t
one of its coverage defenses. This motion was ddwehe court in September 2007.

In April 2008, the defendant insurer, the plairstiféind the Company agreed in principle to a setimicbott
the insurance coverage litigation and ihee: Loral Space ERISA Litigatiozase. Pursuant to this settlement, the
settlement will be funded entirely by the defendasurer, and New Loral will not be required to reaay
contribution toward the settlement. In additiore trankruptcy claim filed by plaintiffs against Qldral with respec
to theln re: Loral Space ERISA Litigatiorase will be disallowed and expunged. The settl¢émsesubject to
execution of a definitive settlement agreementapyroval by the court.

We believe, although no assurance can be given,sthauld the settlement not be consummated, dlbdityy
of New Loral, if any, with respect to thie re: Loral Space ERISA Litigatiazase or with respect to the related
insurance coverage litigation is limited solehttie Direct Indemnity Liability and the D&O Claims described
above under “Indemnification Claims” and, to théest that any award is ultimately granted to theariffs in this
action, to distributions under the Plan of Reorgatidon as described above.

Globalstar Related Class Action Securities Litigat

On September 26, 2001, the nineteen separate pedpass action lawsuits filed in the United State
District Court for the Southern District of New “oby various holders of securities of Globalstar
Telecommunications Limited (“GTL") and GlobalstarP. (“Globalstar”) against GTL, Old Loral, Bernatd
Schwartz and other defendants were consolidatecom® action titledn re: Globalstar Securities Litigationin
November 2001, plaintiffs in the consolidated atfibed a consolidated amended class action comipdajains
Globalstar, GTL, Globalstar Capital Corporationd@bral and Bernard L. Schwartz seeking, amongrdtiiags,
damages in an unspecified amount and reimburseof@tintiffs’ costs and expenses. The complaitiegad
(a) that all defendants (except Old Loral) violaBsttion 10(b) of the Exchange Act and Rule 10bebruilgated
thereunder, by making material misstatements tin¢pio state material facts about Globalstar’sitess and
prospects, (b) that defendants Old Loral and Mhvwi&etz are secondarily liable for these allegedstatements and
omissions under Section 20(a) of the Exchange Aetlaged “controlling personsf Globalstar, (c) that defenda
GTL and Mr. Schwartz are liable under Section 1fhefSecurities Act of 1933 (the “Securities Ad8) untrue
statements of material facts in or omissions ofemialt facts from a registration statement relatmghe sale of
shares of GTL common stock in January 2000, (d)dbendant GTL is liable under Section 12(2)(ajhaf
Securities Act for untrue statements of materialdan or omissions of material facts from a praspe and
prospectus supplement relating to the sale of slafr&TL common stock in January 2000, and (e) de&ndants
Old Loral and
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Mr. Schwartz are secondarily liable under Sectibrofithe Securities Act for GTL’s primary violatisof

Sections 11 and 12(2)(a) of the Securities Actllaged “controlling persons” of GTL. The class ddiptiffs on
whose behalf the lawsuit has been asserted cons$ialisbuyers of securities of Globalstar, Global<apital and
GTL during the period from December 6, 1999 thro@gtiober 27, 2000, excluding the defendants andicer
persons related to or affiliated with them. Thiseaas preliminarily settled by Mr. Schwartz inyJ2005 for

$20 million with final approval of the settlementDecember 2005. In September 2006, two objectottset
settlement who had filed appeals concerning theeratys’ fees awarded to the plaintiffs withdrewitlappeals with
prejudice. Mr. Schwartz has commenced a lawsuinag&lobalstar’s directors and officers liabilihsurers
seeking to recover the full settlement amount f@#gal fees and expenses incurred in enforcingiids under
Globalstar’s directors and officers liability insmce policy. In January 2007, two of the four irsarsettled with
Mr. Schwartz and paid him the remaining limits untteir policies and, after a jury trial, the justurned a verdict
against the other two insurers in favor of Mr. Sahi& awarding him the remaining $9.1 million balawd his
claim. The insurers’ motion to set aside the verdicin the alternative, for a new trial, was dmhiand they have
appealed the verdict. In addition, Mr. Schwartz filasl a proof of claim against Old Loral assertangeneral
unsecured prepetition claim for, among other thimggemnification relating to this case. Mr. Schizaand Old
Loral have agreed that in no event will his claigaiast Old Loral with respect to the settlementhig case exceed
$25 million. If Mr. Schwartz’s claim ultimately bemes an allowed claim under the Plan of Reorganizand
assuming he is not reimbursed by Globalstar’s #rsMr. Schwartz would be entitled to a distribatunder the
Plan of Reorganization of New Loral common stockdahupon the amount of the allowed claim. Any such
distribution of stock would be in addition to th@ @illion shares of New Loral common stock disttémiunder the
Plan of Reorganization to other creditors. Instefidsuing such additional shares, New Loral magteo satisfy
any allowed claim in cash in an amount equal tontlmber of shares to which plaintiffs would haverentitled
multiplied by $27.75 or in a combination of additéd shares and cash. We believe, although no assican be
given, that New Loral will not incur any materiakk as a result of this settlement.

On March 2, 2002, the seven separate purported atd®n lawsuits filed in the United States Didt@ourt
for the Southern District of New York by variousldhers of Old Loral common stock against Old LoExrnard L.
Schwartz and Richard J. Townsend were consolidatedne action titledn re: Loral Space & Communications
Ltd. Securities Litigatiol. On May 6, 2002, plaintiffs in the consolidatediaa filed a consolidated amended class
action complaint seeking, among other things, dawsag an unspecified amount and reimbursementairftffs’
costs and expenses. The complaint alleged (apthé¢fendants violated Section 10(b) of the ExgjeaAct and
Rule 10b-5 promulgated thereunder, by making malterisstatements or failing to state material fattsut Old
Loral’s financial condition and its investment imoBalstar and (b) that Mr. Schwartz is secondadidlyle for these
alleged misstatements and omissions under Sedii@) af the Exchange Act as an alleged “controlfiegson” of
Old Loral. The class of plaintiffs on whose behh# lawsuit has been asserted consists of all bugfeDId Loral
common stock during the period from November 4 918®ough February 1, 2001, excluding the deferddant
certain persons related to or affiliated with theékfter oral argument on a motion to dismiss filgd®ld Loral and
Messrs. Schwartz and Townsend, in June 2003, #ietifils filed an amended complaint alleging esisdiytthe
same claims as in the original amended complairebruary 2004, a motion to dismiss the amendetptzont wa:
granted by the court insofar as Messrs. SchwadZTawnsend are concerned. Pursuant to the Plan of
Reorganization, plaintiffs received no distributieith respect to their claims in this lawsuit.

In addition, the primary insurer under the direstand officers liability insurance policy of Old b has
denied coverage under the policy for thee: Loral Space & Communications Ltd. Securitigtiyation case and,
on March 24, 2003, filed a lawsuit in the Suprenoei€of New York County seeking a declaratory judgin
upholding its coverage position. In May 2003, Olatél and the other defendants served an answefiladd
counterclaims seeking a declaration that the imsarebligated to provide coverage and damagebrieach of
contract and the implied covenant of good faithMialy 2003, Old Loral and the other defendants filed a third
party complaint against the excess insurers seekoferlaration that they are obligated to proviokeecage. We
believe that the insurers have wrongfully deniedetage and, although no assurance can be giverththBability
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of New Loral, if any, with respect to thie re: Loral Space & Communications Ltd. Securiti#ggation case or witl
respect to the related insurance coverage litigaidimited solely to the Direct Indemnity Liattjfiand the D&O
Claims as described above under “Indemnificaticeir@s.”

Reorganization Matters

In connection with our Plan of Reorganization, aigrclaims have been filed against Old Loral asdigbto
Subsidiaries, the validity or amount of which wepdite. We are in the process of resolving thegmiths claims,
which may involve litigation in the Bankruptcy Coufo the extent any disputed claims become allowlaiehs, the
claimants would be entitled to distributions untlter Plan of Reorganization based upon the amouthtecdllowed
claim, payable either in cash for claims againgt. $® Loral SpaceCom or in New Loral common stookdll other
claims. As of December 31, 2007, we have resolatisputed claims that are payable in cash ana aserved
approximately 107,000 of the 20 million shares efiN_oral common stock distributable under the Rifin
Reorganization for disputed claims that may ultishabe payable in common stock. To the extentdisguted
claims do not become allowed claims, shares hetdgarve on account of such claims will be distgdupursuant i
the Plan of Reorganization pro rata to claimanth a&ilowed claims.

Confirmation of our Plan of Reorganization was oggabby the Official Committee of Equity Security
Holders (the “Equity Committee”) appointed in thhapter 11 Cases and by the self-styled Loral Stidins
Protective Committee (“LSPC"). Shortly before theahing to consider confirmation of the Plan of Rgmization,
the Equity Committee also filed a motion seekinthatity to prosecute an action on behalf of thatest of Old
Loral and its Debtor Subsidiaries seeking to unvaadraudulent, a guarantee provided by Old Ler&d01, of
certain indebtedness of Loral Orion, Inc. (the “Matto Prosecute”). By separate Orders dated Aubuano5, the
Bankruptcy Court confirmed the Plan of Reorganaaf(the “Confirmation Order”) and denied the Motiton
Prosecute (the “Denial Order”). On or about AudiLGst2005, the LSPC appealed (the “Confirmation Agbpeo the
United States District Court for the Southern Distof New York (the “District Court”) the Confirnteon Order and
the Denial Order. On February 3, 2006, we filechwite District Court a motion to dismiss the Camfation
Appeal. On May 26, 2006, the District Court granded motion to dismiss the Confirmation Appeal. T/&PC
subsequently filed a motion for reconsideratioswth dismissal, which the District Court deniedJane 14, 2006
(the “Reconsideration OrderPn or about July 12, 2006, a person purportedijiséd with the LSPC appealed
dismissal of the Confirmation Appeal and the Rea®raition Order to the United States Court of Appéar the
Second Circuit (the “Second Circuit Confirmationpal”). On February 22, 2008, the Second Circtitraéd the
District Court’s judgment dismissing the ConfirnatiAppeal and the Reconsideration Order.

Other and Routine Litigation

We are subject to various other legal proceedimgsctaims, either asserted or unasserted, tha irihe
ordinary course of business. Although the outcofitbese legal proceedings and claims cannot baqteeidwith
certainty, we do not believe that any of these roéixésting legal matters will have a material adeeeffect on our
consolidated financial position or our results pémtions.

18. Segments

Loral is organized into two segments: Satellite Mfacturing and Satellite Services. Our segmentnteyp
data includes unconsolidated affiliates that mieetréportable segment criteria of SFAS No. I3$closures about
Segments of an Enterprise and Related Informatitime satellite services segment includes 100%efésults
reported by Telesat Canada for the period from mt81, 2007 to December 31, 2007. Although weyaeal
Telesat Canada’s revenue and expenses under glidesaervices segment, we eliminate its resultsur
consolidated financial statements, where we repar64% share of Telesat Canada’s results as eiquityt losses
of affiliates.
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Our investment in XTAR, for which we use the equitgthod of accounting, is included in Corporate in
2007. XTAR was owned by Loral Skynet until the @hgsof the Telesat Canada transaction; howevergtaned
our investment in XTAR, and it was not transferted elesat Canada in connection with the TelesaaGa
transaction.

We use Adjusted EBITDA to evaluate operating penfance of our segments, to allocate resources and
capital to such segments, to measure performamdésdentive compensation programs, and to evaliuditee
growth opportunities. The common definition of EBIA is “Earnings Before Interest, Taxes, Depreciatmd
Amortization”. In evaluating financial performance, we use reverara operating income (loss) before depreci
and amortization (including amortization of sto@sbd compensation), gain on contribution of Lofa/ret and
reorganization expenses due to bankruptcy (“AdiuEBITDA”) as the measure of a segment’s profitoss.
Adjusted EBITDA is equivalent to the common defimit of EBITDA before: reorganization expenses due t
bankruptcy; gain on contribution of Loral Skyne&imgon discharge of pre-petition obligations arebifr-start
adjustments; gain (loss) on investments and foreigihange contracts; loss on extinguishment of; adethér incom
(expense); equity in net income (losses) of affisa and minority interest.

Adjusted EBITDA allows us and investors to compaue operating results with that of competitors asole
of depreciation and amortization, interest and stment income, interest expense, reorganizatioeresgs due to
bankruptcy, other income (expense), net losseffibates and minority interest. Financial resultiscompetitors in
our industry have significant variations that casuit from timing of capital expenditures, the amtoof intangible
assets recorded, the differences in assets’ likegjming and amount of investments, the effettstloer income
(expense), which are typically for non-recurringngactions not related to the on-going businessetfacts of
investments not directly managed. The use of AdfiEiBITDA allows us and investors to compare ofregat
results exclusive of these items. Competitors iniedustry have significantly different capitalisttures. The use
Adjusted EBITDA maintains comparability of perfornge by excluding interest expense. In additioningdur
Chapter 11, we only recognized interest expengb@actual interest payments we made. During thigod, we dic
not make any further interest payments on our dbligations after March 17, 2004, the date we rpair secured
bank debt. Reorganization expenses due to bankrwsre only incurred during the period we were ha@ter 11.
These expenses have been excluded from AdjustefilEZBto maintain comparability with our results duyi
periods we were not in Chapter 11 and with theltesfi competitors using similar measures.

We believe the use of Adjusted EBITDA along wittBUGAAP financial measures enhances the
understanding of our operating results and is Uisefus and investors in comparing performance witmpetitors,
estimating enterprise value and making investmeanisibns. Adjusted EBITDA as used here may notdreparabl
to similarly titled measures reported by competitédrdjusted EBITDA should be used in conjunctiothwi
U.S. GAAP financial measures and is not presergeghaalternative to cash flow from operations asasure of
our liquidity or as an alternative to net incomeaasndicator of our operating performance.
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Intersegment revenues primarily consists of saésllinder construction by Satellite Manufacturiog f
Satellite Services and the leasing of transpondpadity by Satellite Manufacturing from Satelliter8ces.
Summarized financial information concerning theorégble segments is as follows:

2007 Segment Information

(in millions)
Satellite Satellite
Manufacturing Services)  Corporate @ Total

Revenues and Adjusted EBITD.
Revenue® $ 739.¢ $ 238« $ 978.
Intersegment revenu®) 74. 2.3 76.7
Operating segment revent $ 8141 $ 241.: 1,055.!
Intercompany elimination®) (55.9)
Affiliate eliminations(®) (117.9)
Revenues as report $ 882.f
Segment Adjusted EBITDA before eliminatic®)®) $ 34f ¢ 1184 $ (379 $ 115«
Intercompany elimination) 6.2
Affiliate eliminations(®) (65.9)
Adjusted EBITDA 43.€
Depreciation and amortizatic?) (103.9)
Gain on the contribution of Loral Skynet to Telesat

Canade 104.¢
Operating income from continuing operatic 45.Z
Interest and investment incor 39.5
Interest expens (2.3
Unrealized gain on foreign exchange contr. 89.4
Loss on extinguishment of de (16.2)
Other expens 2.4
Income tax provisiol (83.5)
Equity loss in affiliates $ (1.8 $ (19.9 (21.9)
Minority interest (23.9)
Income from continuing operatiol $  29.7
Other Data
Segment depreciation and amortizal(”) $ 6. $ 85¢ % 222§ 144c:
Affiliate eliminations(®) — (41.2) — (41.2)
Depreciation and amortization as repot $ 36.2 $§ 445 3 22. $ 103:
Segment capital expenditur(?) $ 370 $ 887 % — $ 126.C
Affiliate eliminations(@) — (30.9) — (30.4)
Capital expenditures as repor $ 37 $§ 58: 3 — $ 95¢
Segment total asse $ 963« $6,221.. $ 1281 $7,312.¢
Affiliate eliminations(®) —  (5,610.0 —  (5,610.0
Total assets as report(?) $ 963.« $ 611< $ 128.1 $1,702.¢
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2006 Segment Information

(in millions)
Satellite Satellite
Manufacturing Services  Corporate () Total

Revenues and Adjusted EBITD.

Revenue® $ 636.€ $160.7 $ 797.:
Intersegment revenu 59.¢ 3.1 63.C
Operating segment revent $ 696.f $163.¢ 860.2
Intercompany elimination) (63.0
Revenues as report $ 797.:
Segment Adjusted EBITDA before eliminatic(6)(®) $ 65.¢ $68C $ (26.9 $ 107.1
Intercompany elimination® (6.0
Adjusted EBITDA 101.1
Depreciation and amortizatic?) (71.9
Operating income from continuing operatic 29.¢
Interest and investment incor 31.t
Interest expens (23.9)
Other expens (7.9
Income tax provisiol (20.9)
Equity loss in affiliate: (7.2
Minority interest (24.9)
Loss from continuing operatiol $ (22.7)
Other Data

Depreciation and amortization as repoi(”) $ 235 $45¢ % 21 $ 71t
Capital Expenditures as report $ 184 $63.7 $ 01 $ 82.2
Total assets as report(?) $ 944.¢ $750.£ $ 34.¢  $1,729.¢
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2005 Segment Information
(in millions)

October 2, 2005 through December 31, 2005

Revenues and Adjusted EBITD.
Revenue®)
Intersegment revenu

Operating segment revent

Intercompany elimination®
Revenues as report

Segment Adjusted EBITDA before eliminatic®)®©)

Intercompany elimination®
Adjusted EBITDA
Depreciation and amortizatic?)
Operating loss from continuing operatic
Interest and investment incor
Interest expens

Other expens

Income tax provisiol

Equity loss in affiliate:
Minority interest

Loss from continuing operatiol

Other Data
Depreciation and amortization as repol

Capital Expenditures as repori
Total assets as report

Satellite
Manufacturing

Satellite
Service:

Corporate @

Total

$ 161.(
0.8

$ 36.1
0.8

$ 161.¢

$ 37.C

$ 11.€

$ 11t

$

(11.0

$ 3.2

$ 12

$

0.4

$ 197.1
1.7

198.¢

(1.6)
$ 197.

$ 12:c

(1.2)
11.1
(16.0)
4.9

4.1

(4.4)
(0.2)
(1.8)
(5.4)
2.7

$ (15.9

$ 16.C

&

3.C

$ 2C

$

$ 5C

$ 871.f

$741.¢

$

66.1

$1,679.(
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2005 Segment Information

(in millions)
Predecessor Registrant
January 1, 2005 through October 1, 2005
Satellite Satellite
Manufacturing Service: Corporate Total

Revenues and Adjusted EBITDA:
Revenue®) $ 318.¢  $111.c $ 429.¢
Intersegment revenu 10.€ 3.2 14.1
Operating segment revent $ 329.F  $l114.t 444 (
Intercompany elimination®) (14.9
Revenues as report $ 429.
Segment Adjusted EBITDA before eliminatic®)®) $ 152 $39.6 $§ (179 $ 37.7
Intercompany elimination) (12.3)
Adjusted EBITDA 25.4
Depreciation and amortizatic?) (61.3)
Reorganization expenses due to bankru (31.9
Operating loss from continuing operatic (67.7)
Gain on discharge of pre-petition obligations amedHi-start

adjustment:® 1,101
Interest and investment incor 6.4
Interest expens(?) (17.2)
Other expens (0.9
Income tax benef() 10.¢
Equity loss in affiliate: (2.8
Minority interest 0.1
Income from continuing operatiol $1,030.¢
Other Data
Depreciation and amortization as repot $ 11.¢ $ 48t $ 0€ $ 61:
Capital Expenditures as report $ 24 $ 22 $ — $ 46
Total assets as report(?) $ 510.7 $521.t $ 68.6 $1,101.(

(1) Satellite Services for 2007 include Loral Skynettfte period January 1, 2007 to October 30, 20@7Tatesat Canada for the period
October 31, 2007 to December 31, 2007. Affiliaienglations represent the elimination of amountstaitable to Telesat Canada whose
results are reported in our consolidated statemmfeoperations as equity in net income of affiliatesl in our consolidated balance shet

investment in affiliates

(2 Includes corporate expenses incurred in suppastipbperations and for the years ended Decembe8l, and 2006 and the period
October 2, 2005 to December 31, 2005 includes 8@i®n, $1.2 million and $3.9 million, respectiyelof continuing expenses for
bankruptcy related matters, which after the adoptibfresh-start accounting are classified as ocafgogeneral and administrative
expenses. Corporate for 2007 includes our equitgstments in XTAR and Globalstar service provid
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3 Includes revenues from affiliates of $0.5 millicar 2007, $11.3 million in 2006 and $4.1 million fine period October 2, 2005 to
December 31, 2005, and $10.0 million for the pedaduary 1, 2005 to October 1, 2005, respectivel2007 intersegment revenues
include $21.5 million of revenue from affiliate

4) Represents the elimination of intercompany salesimtiercompany Adjusted EBITDA, primarily for sditels under construction by SS/L
for wholly owned subsidiarie:

) satellite manufacturing includes (in million

Predecesso
Successor Registrant Registrant
For the Period | For the Period
October 2, January 1,
Year Ended Year Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005

Adjusted EBITDA before specific identified charc $ 272 % 56.6 $ 205 |$ 27.2

Transponders rights provided to SS/L in the Satsstttement agreeme — 19.C — —

Accrued warranty obligatior 6.7 (8.2 (7.2) (10.7)

Provisions for inventory obsolescer 0.5 (1.7) (1.5) (2.7)

Satellite manufacturing segment Adjusted EBITDAdsefeliminations  $ 345§ 65.¢ $ 116 | $ 15.2

(6)
December 31, 2001

@)

Satellite Services Revenue and EBITDA include $Milion resulting from receipt of a customer tenaiion payment for the year enc

Amounts are presented after the elimination ofrgampany profit and include goodwill of $227 milidor Satellite Manufacturing, as of

December 31, 2007. In addition, total assets asrtep excludes $2.5 billion of satellite servicemdwill related to Telesat Canada as of

December 31, 200°
8

In connection with our emergence from Chapter 1d @ur adoption of fresh-start accounting on Octdhe2005 we recognized a gain on

discharge of pre-petition obligations and freshtsidjustments of $1.101 billion, related interegpense of $13.2 million and a tax

benefit of $15.4 million (see Note ¢

Revenue by Customer Location

The following table presents our revenues by cqundised on customer location for the years ended
December 31, 2007 and 2006 and for the periods @otober 2, 2005 to December 31, 2005 and Jany&§0b tc

October 1, 2005, (in thousands).

Predecessol

Successor Registran Registrant
For the Period | For the Period

October 2, January 1,

Year Ended Year Ended 2005 to 2005 to
December 31 December 31 December 31 October 1,
2007 2006 2005 2005

United State: $ 702,60 $ 691,98 $ 170,107 |$ 350,62:
Peopl’s Republic of China (including Hong Kon 47,591 26,60" 2,411 4,49¢
United Kingdom 45,59¢ 11,94: 2,612 8,37¢
Japar 4,79t 6,75¢ 4,19: 13,48¢
Thailand 69 997 2,711 6,01(
Spain 38t 5,68: 3,41¢ 7,48:
Mexico 117 7,73% 1,32 7,122
Other 81,29¢ 45,62¢ 10,39( 31,58¢
$ 88245 $ 797,33. $ 197,16' |$ 429,18
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During 2007, two of our customers accounted forapimately 20% and 16% of our consolidated revenues
During 2006, four of our customers accounted fgrapimately 17%, 15%, 11% and 11% of our consoéidat
revenues. During 2005, four of our customers acmalifor approximately 13%, 13%, 11% and 10% of our
consolidated revenues. With the exception of otellg@s in-orbit through October 31, 2007, ourdelived assets
are primarily located in the United States.

19. Related Party Transactions
Transactions with Affiliates
Telesat Canada

As described in Note 8, we own 64% of Telesat Carsadi account for our investment under the equity
method of accounting.

In connection with the Telesat Canada transactioral and certain of its subsidiaries, PSP andairits
subsidiaries, Telesat Holdco and certain of itssaliaries, including Telesat Canada, and MHR edtér® a
Shareholders Agreement (the “Shareholders Agreeindiite Shareholders Agreement provides for, amuther
things, the manner in which the affairs of Telddaldco and its subsidiaries will be conducted drrelationships
among the parties thereto and future shareholdérslesat Holdco. The Shareholders Agreement astains an
agreement by Loral not to engage in a competing/léatcommunications business and agreementsebpdrties to
the Shareholders Agreement not to solicit employéd®lesat Holdco or any of its subsidiaries. Aiddlially, the
Shareholders Agreement details the matters requihia approval of the shareholders of Telesat Ho(dtluding
veto rights for Loral over certain extraordinaryiews), provides for preemptive rights for certairareholders upon
the issuance of certain capital shares of Telestdd and provides for either PSP or Loral to calelesat Holdco
to conduct an initial public offering of its equighares if an initial public offering is not comigé by the fourth
anniversary of the Telesat Canada transaction SHageholders Agreement also restricts the abifityotders of
certain shares of Telesat Holdco to transfer shahes unless certain conditions are met or appaivhke transfer i
granted by the directors of Telesat Holdco, prosifite a right of first offer to certain Telesat ldob shareholders if
a holder of equity shares of Telesat Holdco wishesell any such shares to a third party, providesin certain
circumstances, tag-along rights in favor of shalddrs that are not affiliated with Loral if Loratlts equity shares
and drag-along rights in favor of Loral in casealanr its affiliate enters into an agreement to akbf its Telesat
Holdco equity securities.

Under the Shareholders Agreement, in the eveneilfar (i) ownership or control, directly or indatly, by
Dr. Rachesky, President of MHR, of Loral’s votirtgak falls below certain levels or (ii) there igl@ange in the
composition of a majority of the members of thedldoard of Directors over a consecutive two-yesniqal, Loral
will lose its veto rights relating to certain exdrdinary actions by Telesat Holdco and its subsielta In addition,
after either of these events, PSP will have cerigints to enable it to exit from its investmenfTielesat Holdco,
including a right to cause Telesat Holdco to comdurcinitial public offering in which PSP’s shameeuld be the
first shares offered or, if no such offering hasuwced within one year due to a lack of cooperatiom Loral or
Telesat Holdco, to cause the sale of Telesat Hadehebto drag along the other shareholders in saleh subject to
Loral’s right to call PSP’s shares at fair markaiue.

The Shareholders Agreement provides for a boadirettors of each of Telesat Holdco and certaiitsof
subsidiaries, including Telesat Canada, consistfri) directors, three nominated by Loral, thresmimated by PSP
and four independent directors to be selectedynainating committee comprised of one PSP nomioee,
nominee of Loral and one of the independent dirsdteen in office. Each party to the ShareholdegseA@ment is
obligated to vote all of its Telesat Holdco shdmeghe election of the directors nominated by ribeninating
committee. Pursuant to action by the board of ttimscaken on October 31, 2007, Dr. Rachesky, whwn-
executive Chairman of the Board of Directors ofdlpwas appointed non-executive Chairman of theréoé
Directors of Telesat Holdco and certain of its sdibsies, including Telesat Canada. In addition¢chéiel B.
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Targoff, Loral's Vice Chairman, Chief Executive @#r and President serves on the board of direcfofelesat
Holdco and certain of its subsidiaries, includirgléBat Canada.

SS/L has contracts with Telesat Canada for thetagt®on of the NIMIQ 5 and Telstar 11N satellit&S/L
has also agreed to procure a launch vehicle onftafhBelesat Canada for Telstar 11N. SS/L receineléstone
payments from Telesat Canada totaling $20.1 mill@rthe period from October 31, 2007 to Decemider2p07.
Amounts receivable by SS/L from Telesat Canadd 8&oember 31, 2007 were $2.5 million related ® th
construction of these satellites.

On October 31, 2007, Loral and Telesat Canadaeanhiato a consulting services agreement (tberfsulting
Agreement”). Pursuant to the terms of the Consyiligreement, Loral provides to Telesat Canada icentan-
exclusive consulting services in relation to theibass of Loral Skynet which was transferred te3al Canada as
part of the Telesat Canada transaction as wellithsrespect to certain aspects of the satelliternanications
business of Telesat Canada. The Consulting Agreenasna term of seven years with an automatic rehfawan
additional seven year term if certain conditiorns iaet. In exchange for Loral’s services under tbagdlting
Agreement, Telesat Canada will pay Loral an anfeabf US$5,000,000, payable quarterly in arrearthe last
day of March, June, September and December ofysarhduring the term of the Consulting Agreemefithé term
of Telesat Canada’s bank or bridge facilities ataia other debt obligations prevent Telesat Cariama paying
such fees in cash, Telesat Canada can issue gutdordinated promissory notes to Loral in the anofisuch
payment, with interest on such promissory notespleyat the rate of 7% per annum, compounded qlyartem
the date of issue of such promissory note to the dfapayment thereof.

In connection with the Telesat Canada transactioral has indemnified Telesat Canada for certaihilities
including Loral Skynet'’s tax liabilities arisingipr to January 1, 2007. As of December 31, 200'haxe provided
for our estimate of the probable outcome of theatters by accruing liabilities of approximately $nillion. These
liabilities are offset by tax deposit assets oD$illion relating to periods prior to January D0Z. There can be no
assurance, however, that the eventual paymentgeeday us will not exceed the liabilities estabésl.

In connection with an agreement entered into betv&®/L and ViaSat, Inc. (“ViaSat”) for the constiian
by SS/L for ViaSat of a high capacity broadbaneéltite called ViaSat-1 (the “ViaSat-1 Satellitetyp January 11,
2008, we entered into certain agreements, deschibledv, pursuant to which we are investing in tlee&lian
coverage portion of the ViaSat-1 Satellite and tingrnto Telesat Canada an option to acquire ountsi¢p the
Canadian payload. Michael B. Targoff and anothealLdirector serve as members of the ViaSat Boairectors

A Beam Sharing Agreement between us and ViaSaigeevor, among other things, (i) the purchase dp!
a portion of the ViaSat-1 Satellite payload prorglcoverage into Canada (the “Loral Payloaii)l (ii) payment b
us of 15% of the actual costs of launch and assmtservices, launch insurance and telemetry, itngand control
services for the ViaSat-1 Satellite. The aggregatt to us for the foregoing is estimated to be@gmately
$60 million.

An Option Agreement between us and Telesat Caniada gelesat Canada the option to cause us tores
Telesat Canada our rights and obligations witheesfo the Loral Payload and all of our rights abtigations
under the Beam Sharing Agreement upon payment lgsdeCanada to us of (i) all amounts paid by ubk véspect
to the Loral Payload and pursuant to the Beam 8hagreement on or prior to the date Telesat Caeadecises i
option plus (ii) an option premium of between $&@ND0 and $13,000,000 depending on the date otierer
Telesat Canada’s option under the Option Agreemepites on October 31, 2009 (the “Expiration Daté?)
consideration for the grant of the option, Tel&3ahada (i) agreed in a Cooperation Agreement vatand ViaSat
(the “Cooperation Agreement”) to relinquish certaghts Telesat Canada has to the 115 degree \bitab
position (the “Orbital Slot”) so as to make thomghts available to ViaSat pursuant to a license {WiaSat
License”) to be granted by Mansat Limited (“Man$at’ ViaSat and (ii) agreed to provide trackindemeetry and
control services to ViaSat for the ViaSaBatellite and to pay us all of the recurring féekesat Canada receives
providing such services. We have agreed to reingbuiaSat for fees due to Mansat as well as cedthiar
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regulatory fees due under the ViaSat License fellith of the ViaSatt Satellite. If Telesat Canada does not exe
its option on or prior to the Expiration Date, thBglesat Canada shall, at our request, transfes ftelesat Canada’
remaining rights from Mansat with respect to théi@t Slot, and assign to us Telesat Canada’seglaghts and
obligations under the Cooperation Agreement.

In connection with an agreement reached in 199%anoverall settlement reached in February 2006 wit
ChinaSat relating to the delayed delivery of Chata SS/L has provided ChinaSat with usage righta/o Ku-
band transponders on Telesat’'s Telstar 10 forith@f such transponders (subject to certain rasimn rights) and
to one Ku-band transponder on Telesat’'s Telstdod the life of the Telstar 10 satellite plus tweays, or the life of
such transponder (subject to certain restoratigits), whichever is shorter. Under the agreemedf, Srakes
monthly payments to Telesat Canada for the trardgrgrallocated to ChinaSat. As of December 31, 2607
consolidated balance sheet included a liabilitg 1.5 million for the future use of these transpasd

XTAR

As described in Note 8 we own 56% of XTAR, a joiahture between us and Hisdesat and account for our
investment in XTAR under the equity method of actng. We constructed XTAR'’s satellite, which was
successfully launched in February 2005. We proeiltain services to XTAR for which we earn a mamnagat fee
as described below.

XTAR and Loral Skynet have entered into agreemehisreby Loral Skynet provided to XTAR (i) certain
selling, general and administrative services t¢igmetry, tracking and control services for theARTsatellite,
(iii) transponder engineering and regulatory suppervices as needed and (iv) satellite constmiatiersight
services. Loral Skynet has agreed to defer amaluggrom XTAR under these agreements until March2808.
For the period January 1, 2007 to October 30, 20@i’for the year ended December 31, 2006, Lorah&kgid not
recognize revenue associated with providing thesdaces to XTAR unless payment had been receivedasr
reasonably assured. During October 2007, Loral 8kseteived a payment of $1.2 million from XTAR for
outstanding accounts receivable. In September 208¥a) Skynet reversed an allowance for doubtfadoamts of
$1.9 million related to outstanding accounts realle from XTAR. These agreements and the relateeivables
have been assigned to Telesat Canada.

XTAR and Loral have entered into a management ageaewhereby Loral provides general and specific
services of a technical, financial, and administeahature to XTAR. For the services provided bydlpXTAR is
charged a quarterly management fee equal to 3.7%F AR’s quarterly gross revenues. No revenues were
recognized by Loral under this agreement for tteryended December 31, 2007, 2006 and 2005. Amduptto
Loral under the management agreement as of Dece3db@007 and December 31, 2006 were $1.6 milliwh a
$0.9 million, respectively. Loral has agreed withAR to defer receivable amounts owed to it under digreement
and XTAR has agreed that its excess cash balas@e{med) will be applied at least quarterly todgarepayment
of receivables owed to Loral, as well as to Histlaga Telesat Canada.

Other Equity Investments

In 2007, we recognized $9 million of equity losgesffiliates from our other equity investments,igthwas
primarily attributable to a loss of $11 million dtean agreement to sell our Globalstar investrparthership in
Brazil, offset by a $3 million cash distributiorofn one of our Globalstar investment partnerships ($ote 8).

MHR Fund Management LLC

Three of the managing principals of MHR, Mark HcResky, Hal Goldstein and Sai S. Devabhaktuni, are
members of Loral’s board of directors and MHR Heesright, which it has not exercised, to nominate additional
member to Loral's board.
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As of December 31, 2007, various funds affiliatathiIHR held all issued and outstanding sharesaral
Series-1 Preferred Stock (issued in February 2@@i1h, if converted to common stock, would représeten
taken together with holdings by MHR or its affikigt funds of common stock of Loral at such time rapimately
57.3% of the common stock of Loral. However, then®of the preferred stock are designed so that; fur certain
change of control events of Loral, any shares afroon stock issuable to MHR or its affiliated fungmn
conversion of such preferred stock, when takenttmgevith holdings by MHR or its affiliated fund$ common
stock of Loral at such time, will not represent mtitan 39.999% of the aggregate voting power os#uairities of
Loral. Various funds affiliated with MHR held, a@ecember 31, 2007 and 2006, approximately 35.A48635.9%
respectively of the outstanding common stock ofallLoFhese funds also held approximately $81.9 aml({38.2%)
of the Loral Skynet Preferred Stock as of Decen34e”2006, which Loral Skynet Preferred Stock wakeesned on
November 5, 2007 for $90.8 million. As of DecemBgr 2006, various funds affiliated with MHR he
approximately $56.2 million (44.6%) of the Loraly®let Notes, which were redeemed on September 5, 200
$61.9 million. Information on dividends and interpaid to the funds affiliated with MHR, with respéo their
holdings of the Loral Skynet Preferred Stock, L&kynet Notes and Loral Series-1 Preferred Stockhte years
ended December 31, 2007 and 2006, is as followsi{lions, except share amounts):

December 31 December 31
2007 2006

Loral Series-1 Preferred Stock
Dividends paid in cas $ — 3 —
Dividends paid in the form of additional sha
— Number of share 47,76 —
— Amount $ 144  $ —
Loral Skynet Preferred Stock
Dividends paid in cas $ 45 % 0.t
Dividends paid in the form of additional sha
— Number of share 44,53¢ 27,01:
— Amount $ 8¢ § 5.4
Loral Skynet Notes
Interest payments paid in cz $ 9.C % 5.1
Redemption premium paid in ca $ 5.€ $ =

Pursuant to the Plan of Reorganization, holderedfin claims at Loral Orion, Inc. were entitled t
subscribe for up to $120 million of Loral Skynettd®. MHR and P. Schoenfeld Asset Management LLEeato
backstop 95% and 5%, respectively, of the righfisriofg, in consideration of a $6 million fee, paidadditional
Loral Skynet Notes, as well as reimbursement dagercosts and expenses. In connection with thikdiap
agreement, MHR received $5.7 million principal amiof Loral Skynet Notes.

On February 27, 2007, in connection with the S¢iesrPurchase Agreement, Loral and Loral Skynedredt
into an Amended and Restated Registration Righteérgent with affiliated funds of MHR. Pursuanthatt
agreement, in addition to certain piggy-back regtiin rights granted to affiliated funds of MHRick funds may
also demand, under certain circumstances, that(ip&ioral common stock, (ii) Loral Skynet Prefedr Stock,

(iii) Loral Skynet Notes or (iv) Loral preferredogk, be registered under the Securities Act of 1833%mended, in
each case subject to the terms and conditionseafethistration rights agreement. All outstandingreh of Loral
Skynet Preferred Stock and all outstanding Loraingk Notes have been redeemed and, therefore ssadhities
are no longer subject to registration rights.
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Funds affiliated with MHR own preferred stock cortilde currently into approximately 18.2% of the
common stock of Protostar Ltd. (“Protostar”) assugrthe conversion of all issued and outstandingeshef
preferred stock. Upon conversion of such prefestedk, such funds would own 8.9% of the commonkstdc
Protostar on a fullydiluted basis assuming the exercise or convera®the case may be, of all currently outstar
shares of preferred stock, convertible notes amdants. MHR has the right (which has not yet bear@sed) to
nominate one of nine directors to Protostar’'s badidirectors. Such funds are also participaniBristostar’'s
$200,000,000 credit facility, dated March 19, 2088h an aggregate participation of $6,041,000t¢%t@r acquire
the Chinasat 8 satellite from China TelecommunicetiBroadcast Satellite Corporation and China Mati@ostal
and Telecommunications Appliances Corporation uagesgreement reached in 2006, and, pursuantdoteact
with Protostar valued at $26 million, SS/L is mgdif) the satellite to meet Protostar’s needs.

In connection with the $300 million preferred stditiancing with affiliated funds of MHR, we paid MHa
placement fee of $6.75 million and paid $4.4 millia legal and financial advisory fees and out-olet expenses
incurred by MHR. We also paid $578,000 in 2006ecigdl fees and out-of-pocket expenses incurred byRMH
connection with our reorganization and other lagatters.

Other Relationships

In the ordinary course of business, SS/L has ethtete satellite construction contracts and Lodar&t has
entered into telemetry, tracking and control agreetsand transponder lease agreements with affiliat EchoStar
Communications Corporation, a corporation that omase than 5% of our common stock. The Loral Skynet
agreements have been assigned to Telesat Canaglaniection with the Telesat Canada transaction.

Mr. Targoff serves on the board of directors of L.&direless International, Inc., a company of which
Dr. Rachesky is the non-executive Chairman of tharB and of which another Loral director is a baagmber.

On June 7, 2006, Loral entered into a consultimgement with a director, Dean A. Olmstead. Purst@nt
this agreement, Mr. Olmstead provided consultingises to the Company relating generally to exploraof
strategic and growth opportunities for Loral antiagement of efficiencies within the Company’s diens. The
Company granted to Mr. Olmstead sewear options to purchase 120,000 shares of comiochk ef the Compan:
with a per-share exercise price equal to $27.1&stixg of options for 100,000 of these shares vaagdbon
performance, while options for 20,000 shares wenett over a four-year period. Mr. Olmstead eatotal
compensation of $479,000 and $349,000 for the yexaled December 31, 2007 and 2006, respectively, no
including stock-based compensation of $2.6 milliecorded in 2007.

The consulting agreement was terminated effectvef ®©ctober 31, 2007, and Mr. Olmstead was paid a
termination fee of $285,000. On January 10, 2008,/mstead resigned from the Board of Directorthef
Company. All of Mr. Olmstead’s 100,000 performar@sed options to purchase Loral common stock atl337
vested upon consummation of the Telesat Canadsaittian, and he exercised those options in Nove2®@r.
10,000 of Mr. Olmstead’s 20,000 time-based optionsurchase shares of Loral common stock at $27\86
fully vested as of the termination of Mr. Olmstesdbnsulting agreement but expired without haviegrbexercised
on January 31, 2008; the remaining 10,000 opticgr®wancelled upon termination of his consultingeament. In
addition, Mr. Olmstead had previously been grait@d0 shares of restricted stock as part of hispearsation for
services rendered as a director prior to his besgraiconsultant, 500 shares of which are vestedb@@dhares of
which were forfeited upon his resignation as aaoe

In 2006, K&F Industries, Inc. (“K&F"), a subsidiangf K&F Industries Holdings, Inc., a company of i
our former CEO, Bernard L. Schwartz was ChairmathefBoard, provided administrative and certaireogervice
to us. Loral paid K&F a fee based on the cost chservices plus out of pocket expenses. For thesmded
December 31, 2006, K&F billed us approximately $086. In 2005, we provided administrative and é¢erteher
services to K&F. K&F paid us a fee based on the absuch services plus out of pocket expensestteoperiod
October 2, 2005 to December 31, 2005 and the pddadary 1, 2005 to October 1, 2005, we billed K&F
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$12,000 and $146,000, respectively. In additionFKdharged us $44,000 and $108,000 for the periatsh®r 2,
2005 to December 31, 2005 and January 1, 2005 timb@c1, 2005, respectively, for certain expensesservices.

During 2006, we paid BLS Group LLC and BLS Aviatjdr C (companies owned by Mr. Schwartz) and
Air Group (a company commissioned by Mr. Schwasthdndle his corporate jet affairs) approximatel$,$00,
$9,000 and $162,000, respectively, for our use nfS3¢hwartz’s corporate jet. Additionally, in 20Q&ral
reimbursed the BLS Group LLC $6,000. During 2008,paid BLS Group LLC and The Air Group approximgtel
$14,000 and $2,000, respectively, for our use af $#hwartz’s corporate jet.

Robert B. Hodes, a former director and member ofGampensation Committee until his resignation from
the Board of Directors on February 28, 2006, isnselito the law firm of Willkie Farr & Gallagher IR, which acts
as our counsel.

For the year ended December 31, 2005, we paidafedslisbursements in the amount of approximately
$91,000 for corporate communications consultatemms related services to Kekst & Company Incorpakaté
which company Gershon Kekst, is President and jpahstockholder. Prior to November 21, 2005, Mekist was
director of Old Loral.

20. Selected Quarterly Financial Information (unaidited, in thousands, except per share amounts)

Quarter Ended

March 31, June 30, September 3C  December 31

Year ended December 31, 20C
Revenue: $220,53: $226,00( $ 23564( $ 200,28:
Operating income (loss (12,799 (15,12) 66 72,10¢
Income (loss) before income taxes, equity in nesds of

affiliates and minority intere: (4,017 54,99( 58,44 48,36¢
Minority interest (6,98¢) (6,487) (7,079 (2,689
Net income (loss (16,827 20,627 25,92¢ (74)
Basic and diluted loss per shi®:

Basic income (loss) per she (2.1¢) 0.7¢C 0.9¢ (0.30

Diluted income (loss) per she (2.1€) 0.67 0.9¢ (0.30

Quarter Ended
March 31, June 30, September 3C December 31

Year ended December 31, 2006

Revenue: $171,97¢ $192,88. $ 226,79- $ 205,68(
Operating income (los! (6,216 (520 17,56¢ 18,98¢
Income (loss) before income taxes, equity in nesés of

affiliates and minority intere: (5,826 (1,08¢) 16,47: 20,55¢
Minority interest (6,000 (6,000 (6,36¢€) (6,42¢)
Net income (loss (15,840 (11,399 1,18¢ 3,32¢
Basic and diluted loss per shi®:

Income (loss) per sha (0.79 (0.57) 0.0¢ 0.1€

(1) The quarterly earnings per share information is pated separately for each period. Therefore, the susuch quarterly per share
amounts may differ from the total for the ye
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SCHEDULE Il

LORAL SPACE & COMMUNICATIONS INC.
VALUATION AND QUALIFYING ACCOUNTS
For the Year Ended December 31, 2007, 2006 and 2005
(in thousands)

Additions

Balance al  Charged to Chargedto  Deductions  Balance ai

Beginning Costs and Other From End of
Description of Period Expenses  Accounts®  Reserves® Period
Predecessor Registrant
January 1, 200!-October 1, 200=
Allowance for billed receivable $ 644 $ (2,880 $ 2 3 94z $ 4,50¢
Inventory allowanct $ 34000 $ 2127 $ — $ (2,207 $ 33,92
Deferred tax valuation allowan: $659,78. $(321,24) $ (1,61F) $ —  $336,92:
Successor Registrant:
October 2,2005-December 312005
Allowance for billed receivable $ 450¢ $ 95 $ —  $ — $ 5,46
Inventory allowanct $3392( $ 152t $ — $ (1,709 $ 33,74:
Deferred tax valuation allowan: $336,92: $ 42z $ —  $ —  $337,34t
Year ended 200¢
Allowance for billed receivable $ 5462 $ (307) $ 1 $ (353) $ 1,62
Inventory allowanct $33,74: $ 167¢ $ — $ (5,827) $ 29,59¢
Deferred tax valuation allowan: $337,34¢  $ — $ 390t $(36,367) $304,88:
Year ended 2007
Allowance for billed receivable $ 1622 § (620 $ 20 $ (1,029 $ —
Inventory allowanct $2959% $§ (549 $ — $ (609 $ 28,44¢
Deferred tax valuation allowan: $304,88: $ 16,28" $ (34,749 $(45,19¢) $241,22¢

@ Allowance for long-term receivables recorded asdaction to revenues. Deferred tax valuation alluwesagainst Old Loral deferred tax
assets recorded to goodwill and adjustments frooptioh of FIN 48 in 2007

(2 Receivable allowance reflects write-offs of unceiilele accounts. Inventory allowance was primarégiuced as a result of disposals of
the related inventory. Reversal of excess defaaedaluation allowance recorded as a reductiagotadwill.
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REPORT OF INDEPENDENT REGISTERED ACCOUNTANTS

To the Shareholders of Telesat Holdings Inc.

We have audited the consolidated balance sheetle§dt Holdings Inc. as at December 31, 2007 aad th
consolidated statements of earnings, comprehefssgeshareholders’ equity and cash flows for téogl from
October 31, 2007 to December 31, 2007. The finhstadéements are the responsibility of the Company’
management. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audit in accordance with Canagianerally accepted auditing standards and the atdsd
of the Public Company Accounting Oversight Boaraifeld States). These standards require that wegpldn
perform an audit to obtain reasonable assurancéhehthe financial statements are free of mateniaktatement.
An audit includes examining, on a test basis, exddesupporting the amounts and disclosures initlaadial
statements. An audit also includes assessing tt@uating principles used and significant estimatesle by
management, as well as evaluating the overall &iishistatement presentation. We believe that odit guovides a
reasonable basis for our opinion.

In our opinion, these consolidated financial stanta present fairly, in all material respects,fthancial
position of the Company as at December 31, 200tt@ndesults of its operations and its cash floovdlie period
from October 31, 2007 to December 31, 2007 in atanmee with Canadian generally accepted accountingiples.

The Company is not required to have, nor were vgaged to perform, an audit of its internal contreér
financial reporting. Our audit included considesatdf internal control over financial reportingabasis for
designing audit procedures that are appropriatiearcircumstances, but not for the purpose of esging an opinio
on the Company’s internal control over financiglading. Accordingly, we express no such opinion.

/s/ DeLOITTE & TOUCHELLP
Independent Registered Chartered Accountants
Licensed Public Accountants

Toronto, Canada
March 20, 2008
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TELESAT HOLDINGS INC.

CONSOLIDATED STATEMENT OF EARNINGS
(In thousands of Canadian dollars)

October 31 tc
December 31

Notes 2007
Operating revenue
Service revenue $ 103,50
Equipment sales revenu 7,907
Sale-type lease revenu
Operating revenue (4) 111,41¢
Amortization 40,04¢
Operations and administratir 43,27¢
Cost of equipment salt 6,48¢
Cost of sale-type leas¢
Total operating expens 89,80
Earnings from operatior 21,60¢
Interest expens (5) (43,867
Other expens (6) (43,969
Loss before income tax (66,227
Income tax recover (7) (62,170
Net loss $  (4,05)
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TELESAT HOLDINGS INC.

CONSOLIDATED STATEMENT OF COMPREHENSIVE LOSS
(In thousands of Canadian dollars)

October 31 tc
December 31
2007
Net loss $ (4,05)
Other comprehensive loss, net of t
Unrealized loss on translation of financial statetaef self sustaining foreign operatic (665)
Related ta 6
Comprehensive los $ (4,650
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TELESAT HOLDINGS INC.

CONSOLIDATED STATEMENT OF SHAREHOLDERS’ EQUITY
FOR THE PERIOD FROM OCTOBER 31 TO DECEMBER 31, 2007
(In thousands of Canadian dollars)

Accumulated

Deficit and
Accumulated  Accumulated
Other Other Total
Common Preferred Accumulated Comprehensive Comprehensive Shareholders
Notes Shares Shares Deficit Loss Loss Equity
Balance at October 31, 20 $ — % —$ — % — 3 — % —
Common shares issued as part of the sale
transactior (3),(16, 756,41 756,41
Preferred shares issued as part of the sale
transactior (3),(16; 541,76: 541,76:
Net loss (4,05)) (4,05)) (4,057)
Unrealized losses on translation of financia
statements of self sustaining foreign
operations (599) (599) (599)
Balance at December 31, 20 $756,41: $ 541,76 $ (4,050 $ (599) $ (4,650$ 1,293,52:
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TELESAT HOLDINGS INC.

CONSOLIDATED BALANCE SHEET
(In thousands of Canadian dollars)

ASSETS

Current assel

Cash and cash equivalel

Accounts and notes receival

Current future tax ass

Assets held for sal

Other current asse

Total current asse

Satellites, property and other equipment,
Other lon¢-term asset
Intangible assets, n
Goodwill

Total asset

LIABILITIES
Current liabilities
Accounts payable and accrued liabilit
Other current liabilitie:
Debt due within one ye:
Total current liabilities
Debt financing
Future tax liability
Other lon¢-term liabilities
Senior preferred shar
Total liabilities
Shareholder equity
Common shares (74,252,460 common shares is
Preferred share
Accumulated defici
Accumulated other comprehensive |i
Total shareholde’ equity

Total liabilities and sharehold¢ equity
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December 31

Notes 2007
$ 42,20
(8) 53,87¢
7) 2,59¢
(9) 4,037
(20 57,77
160,48t
(11)  1,818,61:
(10) 27,36¢
(12)  1,092,35!
(12)  2,446,60:
$5,545,42:
$ 61,59¢
(13) 152,37!
(14) 18,41¢
232,39
(14)  2,775,94
7) 439,64:
(13) 662,48°
(15) 141,43!
4,251,901
(16) 756,41«
(16) 541,76«
(4,05))
(599)
1,293,52i
$5,545,42:




TELESAT HOLDINGS INC.

CONSOLIDATED STATEMENT OF CASH FLOW
(In thousands of Canadian dollars)

October 31 to
December 31
Notes 2007
Cash flows from operating activitir
Net loss $ (4,05)
Adjustments to reconcile net loss to cash flowsfflaperating activities
Amortization 40,04¢
Future income taxe (60,657)
Unrealized foreign exchang 43,06¢
Other (317)
Operating assets and liabiliti a7 207,18!
225,27t
Cash flows from investing activitie
Satellite program (15,496
Property addition (14,019
Business acquisitior ?3) (3,229,19,)
Proceeds on disposals of as¢ 25
(8,258,68)
Cash flows from financing activitie
Debt financing and bank loa 2,767,711
Repayment of bank loans and debt financ (44,899
Capitalized debt issuance co (83,585
Note repaymer (129,339
Common shares issui (16) 311,12
Preferred shares issu (15, 16 258,83:
Capital lease paymer (2,306
Satellite performance incentive payme (4,19¢)
Preferred dividends pa 3,074,35:
Effect of changes in exchange rates on cash afdezpsvalent: 1,25¢
Increase in cash and cash equivali 42,20:
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe a7) $ 42,20t
Supplemental disclosure of cash flow informal
Interest paic $ 18,33¢
Income taxes pai 343
$ 18,68
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TELESAT HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands of Canadian dollars, unlesstieerwise noted)

1. Basis of Presentatior

On October 31, 2007, Canada’s Public Sector Pernsi@stment Board (“PSP”) and Loral Space &
Communications Inc. (“Loral™), through a newly foech entity called Telesat Holdings Inc. (“Telesat'ttoe
“Company”), completed the acquisition of Telesah@da from BCE Inc. Loral and PSP hold an econont@rést
in Telesat of 64% and 36%, respectively, and angaititerest of 33/3% and 6&/ 3% respectively.

As part of the same transaction, substantiallpfahe assets of a Loral subsidiary, Loral Skynetp©ration
(“Loral Skynet”), were transferred to Telesat, @amith the shares of all of the legacy Skynet diibsies.

Headquartered in Ottawa, Canada, with offices andities around the world, Telesat is the fouetgkst
fixed satellite services operator. The Company jpies satellite-delivered communications solutianbribadcast,
telecom, corporate and government customers. Tidiasaa global fleet of 12 satellites and 3 addélsatellites
under construction, and manages the operation8 atiditional satellites for third parties.

The consolidated financial statements of TelesatliHgs Inc. have been prepared in accordance with
Canadian generally accepted accounting princigi@dAP”). The consolidated financial statements haeen
prepared as at and for the 2 months ended Dece3tbh@007. Telesat consolidates the financial statgsof its
wholly owned subsidiaries Telesat Interco Inc..e6at Canada, Infosat Communications Inc. (Info3atgsat
Brasil Limitada (Telesat Brazil), The SpaceConrmttinc. (SpaceConnection), Skynet Satellite Hgdin
Corporation (“Skynet”) and its wholly owned subsidés, and Loral Asia Pacific Satellite (HK) LindteAll
transactions and balances between these companiedken eliminated on consolidation.

Regulation

As an operator of a privately owned global sathiystem, Telesat is subject to: the regulatorfyaity of
the Canadian government and other countries widehde its satellites; the regulatory authoritptfer countries
in which it operates; and, the frequency coordorapirocess of the International Telecommunicatiomb (“ITU").
Telesat’s ability to provide satellite servicesiparticular country or region is subject alsch® technical
constraints of its satellites, international conedion, constraints associated with local reguleégproval and any
limitation to those approvals.

The Company operates Canada’s domestic fixed isatiglecommunication system and is subject to
regulation by the Canadian Radio-television angt@@inmunications Commission (“CRTC"). Under the entr
regulatory regime, Telesat has pricing flexibiltybject to a price ceiling on certain Full Perioxkeld Satellite
Services (“FSS”) offered in Canada under minimuwe{year lease arrangements. Telesat’s Direct Bastdc
Services offered within Canada are also subje@Rd C regulation, but have been treated as sepamnatdistinct
from Telesat’s FSS and facilities. The CRTC hasaygd the specific customer agreements relatirigesale of
the capacity on the Nimiq satellites, including thtes, terms and conditions of service set ouethe

Telesat’s ground network services have been fobfrom regulation since 1994. The Commission has th
right of examination of the Company’s accountingjges.

2. Summary of Significant Accounting Policies
Use of Estimates

When preparing financial statements according t?ABAmanagement makes estimates and assumptions
relating to the reported amounts of revenues apéreses, assets and liabilities and the disclofurentingent
assets and liabilities. We base our estimatesramer of factors, including historical experiencerrent events
and actions that the Company may undertake inutwed, and other assumptions that we believe asoreable
under the circumstances. Actual results could dfffem those estimates under different assumptisreonditions.
We use estimates when accounting for certain itmh as the valuation of goodwill and intangiblsets, and for
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revenues, allowance for doubtful accounts, uséfaklof capital assets, capitalized interest, dagadirments,
inventory reserves, legal and tax contingencieqleyee compensation plans, employee benefit prauation of
minimum lease terms for operating leases, incomestaand goodwill and intangible asset impairmems.also us
estimates when recording the fair values of assmjaired and liabilities assumed in a business auatibn.

Revenue Recognition

Telesat recognizes operating revenues when eagrexbrvices are rendered or as products are daiver
customers. There must be clear proof that an agrargt exists, the amount of revenue must be fixed o
determinable and collectibility must be reasonatsgured. Consulting revenues for cost plus comstiaet
recognized after the work has been completed acebaéed by the customer. The percentage of complatiethod i
used to account for fixed price consulting reveoometracts. Deferred revenues consist of remuneragiceived in
advance of the provision of service and are reaaghin income on a straight-line basis over thetef the related
customer contract. When it is questionable whebherot Telesat is the principal in a transactitwe, transaction is
evaluated to determine whether it should be recbaea gross or net basis.

Equipment sales revenues are recognized when tlipnegnt is delivered to the customer and acce@ed;
equipment sales are subject to warranty or retoditlere is no general right of return. Historigdlelesat has not
incurred significant expense for warranties andseguently no provision for warranty is recorded.evia
transaction involves more than one product or senrevenue is allocated to each deliverable baséts relative
fair value; otherwise, revenue is recognized agiees are provided over the term of the customatrect.

Lease contracts that qualify for capital leasettneat are accounted for as sales-type leases.-§pkesease
are those where substantially all of the benefits @sks of ownership are transferred to the custoiBales revenue
recognized at the inception of the lease represbatpresent value of the minimum lease paymertsfrany
executory costs, computed at the interest rateigihpi the lease. Unearned finance income, effetyi the
difference between the total minimum lease paymeamntsthe aggregate present value, is deferredesnogimized in
earnings over the lease term to produce a constanbf return on the investment in the lease. i@iénvestment in
the lease includes the minimum lease paymentsvaddei less the unearned finance income.

Cash and Cash Equivalents

All highly liquid investments with an original matty of 90 days or less are classified as cashcasti
equivalents.

Inventories

Inventories are valued at the lower of cost or retdnd consist of work in process and finished go@ast
for substantially all network equipment inventoriggletermined on an average cost basis. Costddk im process
and certain one-of-a-kind finished goods is deteediusing the specific identification method.

Satellites, Property and Other Equipment

On October 31, 2007 our satellites, property ah@moéquipment were recorded at their fair values in
conjunction with the allocation of the purchasegrinote 3) for the acquisition of Telesat and ®tyBatellites,
property and other equipment, which are carriezbat (equal to fair value for assets acquired otokssr 31,
2007) less accumulated amortization, include theractual cost of equipment, capitalized enginepaind, with
respect to satellites, the cost of launch servieesich insurance and capitalized interest durenstruction.

The Company shares equally with a developer, theeoship, cost and debt of the Company’s headqsarter
land and building. The Company has leased the dpeek share of the building which is accountedsf®ia capital
lease.

F-84




TELESAT HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Amounts in thousands of Canadian dollars, unlesstieerwise noted)

Amortization is calculated using the straight Imethod over the respective estimated service biése
assets. Below are the estimated useful lives ofatellites, property and other equipment as ofebdaer 31, 2007:

Years
Satellites 6 to 1f
Transponders under capital lei 12 to 1t
Earth station: 5 to 3(
Office buildings 30
Leasehold improvemen 1
Equipment, furniture and fixture 5to 1(

The estimates of useful lives are reviewed evesy y&d adjusted if necessary. Liabilities relatethe legal
obligation of retiring property, plant and equiprhare initially measured at fair value and are si#d for any
changes resulting from the passage of time andrifeunt of the current estimate of the undiscounéesth flows.
The liabilities recorded to date have not beenifiggmt.

In the event of an unsuccessful launch or totarinit satellite failure, all unamortized costs theg not
recoverable under launch or in-orbit insuranceracerded as an operating expense.

The investment in each satellite will be removexhfithe property accounts when the satellite has heky
amortized and is no longer in service. When otheperty is retired from operations at the end @ligeful life, the
amount of the investment and accumulated amonizatre removed from the accounts. Earnings aretecedith
the amount of any net salvage and charged witmahgost of removal. When an item is sold prioth® end of its
useful life, the gain or loss is recognized in @ga immediately.

Impairment of Long-Lived Assets

Long-lived assets, including finite life intangitdssets and satellites, property and other equipraen
assessed for impairment when events or changesimtstances indicate that the carrying value edsdlee total
undiscounted cash flows expected from the use episition of the assets. If impairment is indickthe loss is
determined by deducting the assdtir value (based on discounted cash flows erpeitom its use and dispositic
from its carrying value and is recorded in othgrense.

Translation of Foreign Currencies

Assets and liabilities denominated in foreign caocies are translated into Canadian dollars atxbkange
rates in effect as of the balance sheet dates afipgirevenues and expenses, and interest onrdekatted in
foreign currencies are reflected in the financiatements using the average exchange rates dhengeriod. The
translation gains and losses are included in @hpense in the statement of earnings.

For those subsidiaries that we consider to besseifaining foreign operations, assets and liadslidire
translated at the exchange rate in effect on thenba sheet date, and revenues and expensesraiated at
average exchange rates during the year. The mgultirealized gains or losses are reflected asnpaoent of
Other Comprehensive Income (“OCI").

For those subsidiaries that we consider to be iated foreign operations, non-monetary assetsiahilities
are translated at their historical exchange ratdsnaonetary assets and liabilities are translatégesexchange rate
in effect on the balance sheet date, and revemgkexpenses are translated at average exchangelaieg the
year. The resulting unrealized gains or lossesedlected as a component of net earnil
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Goodwill and Other Intangible Assets

Goodwill and other intangible assets were recofethe acquisition of Telesat Canada and Skynet as
described in note 1. For goodwill and intangiblseds with indefinite useful lives an assessmeninfiairment is
undertaken on an annual basis on November 30, engxer events or changes in circumstances indicatéhe
carrying amount of these assets is likely to exdkeit fair value. The Company considers orbitatshnd trade
names to be indefinite lived intangible assetsdat, Telesat has not recognized any permanentrimgat in valu
of these assets as these assets were only acquif@dtober 31, 2007 and there have been no indiathat
circumstances have changed.

Finite life intangible assets consist of backlagstomer relationships and favourable leases, allhaéh were
recorded in connection with the acquisition of BakeCanada and Skynet. Intangible assets witrefuseful lives
are amortized over their estimated useful liveagighe amortization method that most accuratelyesmts the use
of the asset. Below are the estimated useful bferir finite life intangible assets as of DecemB&y 2007:

Years
Backlog 4to 17
Customer relationshiy 11to 2:
Favourable lease 3to ¢
Patents 18

The estimates of useful lives are reviewed eveay g&d adjusted if necessary.

Derivative Financial Instruments

The Company uses derivative financial instrumemtgtiuce its exposure to foreign exchange rate risk
associated with anticipated purchases and with dietdminated in foreign currencies, as well agtice its
exposure to interest rate risk associated with.dei® use of derivatives is expected to generategmncash flows
and gains or incur losses to offset these riskkest¢ does not use derivative financial instrumémtspeculative or
trading purposes. Currently, Telesat does not dasigany of its derivative financial instrumenthagging
instruments for accounting purposes. All gains lasdes on these derivative financial instrumergsacorded in
the statement of earnings.

Embedded Derivatives

The Company has chosen to account for embeddeidrficcarrency derivatives in a host contract asglsi
instrument where the contract requires paymentsmarated in the currency that is commonly usedintiacts to
procure non-financial items in the economic envinent in which we transact.

Transaction Costs

Transaction costs are expensed as incurred fandiabinstruments classified or designated as Fatd-
trading (“HFT”) or available-for-sale (“AFS”). Fanther financial instruments, transaction costsaanertized to net
income over the expected life of the financial instent using the effective interest method. Cultyehte only
transaction costs which Telesat has elected tdalegi are related to debt and these costs aret@ewio net
income as a component of interest expense.

Employee Benefit Plans

Telesat maintains one contributory and three nontritiutory defined benefit pension plans which pdev
benefits based on length of service and rate of pelesat is responsible for adequately fundingetaefined
benefit pension plans. Contributions are made baredrious actuarial cost methods that are pezthlily pension
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regulatory bodies and reflect assumptions aboutdunvestment returns, salary projections andréuservice
benefits. Telesat also provides other post-employrard retirement benefits, including health care life
insurance benefits on retirement and various disaplans, workers compensation and medical bénédi former
or inactive employees, their beneficiaries and ced@ependents, after employment but before retirepunder
certain circumstances. The Company accrues itgatibns under employee benefit plans and the blaists, net
of plan assets. Pension costs and other retirebsafits are determined using the projected bemefihod prorate
on service and managemenbest estimate of expected investment performasiatary escalation, retirement age
employees and expected health care costs.

Pension plan assets are valued at fair value whialso the basis used for calculating the expeetedof
return on plan assets. The discount rate is basékeomarket interest rate of high quality long¥tdyonds. Past
service costs arising from plan amendments aret@adron a straight-line basis over the averageaneimy service
period of the active employees at the date of ammemd. The Company deducts 10% of the benefit otitigar the
fair value of plan assets, whichever is greatemfthe net actuarial gain or loss and amortizegtitess over the
average remaining service period of active empleyAevaluation is performed at least every thregryeo
determine the present value of the accrued pemrsidrother retirement benefits. The 2007 pensioersg
calculation is extrapolated from a valuation perfed as of January 1, 2007. The accrued benefijativn is
extrapolated from an actuarial valuation as of dand, 2007. The most recent valuation of the penplans for
funding purposes was as of January 1, 2007, andekierequired valuation is as of January 1, 2010.

In addition, Telesat provides certain health cane life insurance benefits for retired employeed an
dependents of Skynet. These benefits are fundethpty on a pay-as-yoge basis, with the retiree generally pa
a portion of the cost through contributions, dethlies and coinsurance provisions.

Stock-Based Compensation Plans

The Company does not have a stock-based compemgdaio as of December 31, 2007. Both Telesat Canada
and Loral Skynet offered stock-based compensatamspto certain employees prior to being acquingeddlesat.
There will be no further options granted underaithf these plans subsequent to October 30, 20heas plans
were discontinued with the acquisition of Telesah@da and Loral Skynet by Telesat.

Income Taxes

Current income tax expense is the estimated indewes payable for the current year after any refwrdhe
use of losses incurred in previous years. The Cospaes the liability method to account for futimeome taxes.

Future income taxes reflect:

« the temporary differences between the carrying ansoof assets and liabilities for accounting pugsos
and the amounts used for tax purpc

« the benefit of unutilized tax losses that will mdikely than not be realized and carried forwarditiure
years to reduce income tax

The Company estimates future income taxes usingaties enacted by tax law and those substantively
enacted. The effect of a change in tax rates amduhcome tax assets and liabilities is includedarnings in the
period when the change is substantively enacted.
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Recent Changes to Accounting Standards
Financial Instrument:

In December 2006, the CICA issued two new handisaakions, 3862 “Financial Instruments —
Disclosures” and 3863 “Financial Instruments — Bngation.” These new standards are effective foeskt
beginning January 1, 2008.

These sections replace CICA handbook section 3&&iancial Instruments — Disclosure and Presentatio
These new sections enhance disclosure requireraerbe nature and extent of risks arising fromritial
instruments and how the entity manages those risks.

Capital Disclosures

In December 2006, the CICA issued a new handboctiosel535, “Capital Disclosures,” which requires a
entity to disclose its objectives, policies andgasses for managing capital. This new standarfidstire for
Telesat beginning January 1, 2008. The impact pfémenting this standard is not expected to befsignt.

Inventories

In June 2007, the CICA issued handbook section 3D®&&ntories”, which replaces section 3030 and
harmonizes the Canadian standards related to iowestwith International Financial Reporting Starmi$a This
section provides changes to the measurement anelentensive guidance on the determination of c@stpows the
permitted cost formulas, requires impairment testand expands the disclosure requirements toasere
transparency. This new standard is effective fdeJat beginning January 1, 2008. The impact of émgnting this
standard is not expected to be significant.

Goodwill and Intangible Assets

In February 2008, the CICA issued handbook se@@f4 “Goodwill and Intangible Assets”, which repac
sections 3062 and 3450. This section applies tolgdloand intangible assets subsequent to iniBabignition in a
business combination and establishes standardedognition, measurement, presentation and disaazu
intangible assets. This new standard is effectivd €lesat beginning January 1, 2009. The Compauoyrirently
evaluating the impact of adopting this new standard

3. Business Acquisitions

On October 31, 2007, Canada’s Public Sector Perisi@stment Board and Loral Space & Communications
Inc., through a newly formed entity, Telesat, cosgdl the acquisition of 100% of the common shafd®lkesat
Canada from BCE Inc. Loral and PSP hold an econamtgcest in Telesat of 64% and 36%, respectiwehygl a
voting interest of 33/ 3% and 66/ 3%, respectively. As part of the Telesat Canadaiaitiun, substantially all of
the assets of a Loral subsidiary, Loral Skynet Gmafion, were transferred to Telesat. In additibelesat acquired
the shares of the remaining Loral Skynet subsieliaiThe aggregate fair value of the net assetsfémrad by Loral
Skynet was $773.7 million, of which $24 million waaid using cash equivalents and the balance inmmmnshares
and non-voting participating preferred shares dé3at. In addition, Loral Skynet transferred foreaxchange
forward contracts with a value of $119.9 million,exchange for non-voting participating preferredres, which
were settled for cash on October 31, 2007 and baee included in the balance of cash acquired THfesat
Canada purchase price was paid in cash. The sisatex] as part of the purchase transaction weveddlased on
the estimated fair value of the assets contribbjetoral Skynet as agreed to by the shareholddrs.résults of
operations for Telesat Canada and Skynet haveibelerled in these consolidated financial statemsimise
October 31, 2007. The acquisition has been accddateas a purchase transaction.

F-88




TELESAT HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Amounts in thousands of Canadian dollars, unlesstieerwise noted)

The asset and liability values acquired are baseal purchase price which was calculated as follows:

Total
Cash paid (net of cash acquirt 3,229,19
Shares issued (note 1 869,65¢
Transaction cost 32,69:
Purchase pric 4,131,54.

Other adjustments include severance costs andtamjots to the pension plan as a result of theuetstring
at both Telesat Canada and Skynet. The plan tauptste both Telesat Canada and Skynet was in place
October 31, 2007 and for the most part was exeautddovember 30, 2007. The restructuring plan bell
completed on or before October 31, 2008. Severepsts include payments to severed employees irofieotice
and benefits, as well as incentive bonus payméatsaould have otherwise been received by the sevemployee
had they remained with the Company. Of the totaésmce costs included in the purchase price $8l@mwas
paid prior to December 31, 2007. The adjustmentsd@ension plan include an increase in the beokfigation as
a result of the early retirement program which wastially offset by a curtailment gain due to theexall decrease
the number of employees.

The following table summarizes the estimated falug of the assets acquired and liabilities assuahéuke
date of acquisition. Telesat determined the fadine@®f the assets acquired and liabilities assubbaséd on
information available as well as certain assumjti@e consider reasonable, and which may be reasedlditional
information becomes available. The purchase priae allocated to the assets acquired and liabilitsssimed based
on their fair values on October 31, 2007:

Current assetl 101,31
Satellites, property and other equipm 1,826,04
Other long term asse 19,21¢
Intangible asset 1,099,96!
Assumed dek (171,620
Current liabilities, less current portion of d¢ (285,016
Future income tax liabilit (497,419
Other long term liabilitie: (407,559
Total net assets acquir 1,684,93!
Goodwill 2,446,60:
Purchase pric 4,131,54,

Of the $1,100 million of acquired intangible ass&&96.3 million relates to orbital slots and $1Aillion
relates to trade names, both of which are not stulbjeamortization. The remaining intangible asgstide revenu
backlog of $274.5 million, customer relationship$207.7 million, favourable leases of $4.4 milli@md patents ¢
$0.1 million all of which will be subject to amazéition. See note 12 for disclosure of amortizageriods.

Of the total amount of goodwill, $355.7 millionégpected to be deductible for tax purposes.

Other long term liabilities assumed include seveearosts of $15.5 million and adjustments to thesjmn
plan as a result of the restructuring at both Tal€anada and Skynet. The plan to restructure beltsat Canada
and Skynet was in place on October 31, 2007 anthéomost part was executed on November 30, 2008. T
restructuring plan will be completed on or beforet@er 31, 2008. Severance costs include paymesevered
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employees in lieu of notice and benefits, as welhaentive bonus payments that would have otherbsen
received by the severed employees had they remaiitiedhe Company. Of the total severance costsidted in the
purchase price $5.0 million was paid prior to DebenB1, 2007. The adjustments to the pension plelnde an
increase in the benefit obligation as a resulhefdarly retirement program which was partiallyseffby a
curtailment gain due to the overall decrease imtimaber of employees.

4. Segmented Information

The Company operates in a single industry segnvemthich it provides satellite-based services $o it
broadcast, enterprise and consulting customersdrthe world. The Company derives revenues fronfdhewing
services:

« Broadcas! — distribution or collection of video and audigsals in the North American and International
markets which include television transmit and reeeiervices, occasional use, bundled Digital Video
Compression and radio servic

» Enterprise — provision of satellite capacity and ground natwgervices for voice, data, and image
transmission and internet access around the w

« Consulting and Other— all consulting services related to space anthesagments, government studies,
satellite control services, R&I

For the period ended December 31, 2007, revenuegddrom the above service lines were as follows:

Broadcas 52,77
Enterprise 53,75¢
Consulting and Othe 4,88
Total operating revenut 111,41¢

Geographic Information

For the period ended December 31, 2007, revengebgraphic region was based on the point of onfjin
revenues (destination of billing invoice), allochtes follows:

Revenue— Canade 60,08¢
Revenue— United State! 34,35;
Revenue— Europe 6,10¢
Revenue— Asia 5,58¢
Revenue— South Americe 4,58¢
Revenue— all others 697
Total operating revenus 111,41¢

As at December 31, 2007, the $2,447 million of geiidvas not allocated to geographic regions.
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As at December 31, 2007, satellites, property @hdraquipment by geographic region, based onoitegibr
of the asset, are allocated as follows:

Satellites, property and other equipm— Canadz 1,373,51.
Satellites, property and other equipm— United State: 434,59t
Satellites, property and other equipm— all others 10,50:
Total satellites, property and other equipn 1,818,61.

Major Customers

For the period ended December 31, 2007, two cus®fram the Broadcast segment represented 14.9% and
11.1% of consolidated revenues.
5. Interest Expense

December 31

2007
Debt service cost 47,53t
Dividends on senior preferred sha 1,69¢
Capitalized interes (5,369
43,86

6. Other Expense

December 31, 200

Foreign exchange lo: (118,039
Gain on financial instrumen 75,09¢
Interest incom 301
Performance incentive payments and milestone isttesgens: (499
Other (83%)

(43,969

7. Income Taxes

A reconciliation of the statutory income tax ratdich is a composite of federal and provincial sate the
effective income tax rate is as follows:

December 31, 20C

Statutory income tax ra 35.%
Permanent difference (32.)%
Adjustment for tax rate chang 83.4%
Resolution of uncertain tax positio 2.2%
Other 5.7%
Effective income tax rat 93.%
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The components of the income tax expense are lasviol

Future
Current

Total income tax expen:

(60,652
(1,519
(62,170

The tax effects of temporary differences betweenctirrying amounts of assets and liabilities faoaating
purposes and the amounts used for tax purposgsesented below:

Future Tax Assets
Capital asset

Intangible asset
Investments

Loss carry forward
Derivative asset

Other

Less: valuation allowanc

Total future tax asse

Future Tax Liabilities
Capital asset
Intangibles
Derivative liabilities
Other

Total future tax liabilities

Total future income taxe— net

Total future income taxes are comprised of:

Net future income tax ass— current portior
Net future income tax liabilit— long-term portion

Total future income taxe— net

8. Accounts and Notes Receivabl

Trade receivable— net of allowance for doubtful accour
Less: lon+term portion of trade receivabl

The allowance for doubtful accounts was $4.3 millad December 31, 2007.

December 31, 200

7,917
5,35¢
8,25¢

12,61(
17,89¢
3,56(
(34,359
21,22¢

December 31, 200

(170,27¢)
(276,00%)
(7,39¢)
(4,596)
(458,279
(437,04)

2,59¢
(439,64)
(437,04)

December 31, 200
54,11+

23¢

53,87¢

The longterm portion of trade receivables includes itenad thill not be collected during the subsequent’
and is included in other long term assets in n6te 1
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9. Assets Held for Sale

As a result of the consolidation of facilities bettwo legacy operating entities, Telesat Canada.aral
Skynet, the Hawley facility was slated to be sadart of the overall integration plan. On Februk3y2008, Skyn:
Satellite Corporation, a wholly-owned subsidiarySéfynet, entered into an agreement with a thirtiygarsell the
Hawley facility, along with most of the equipmeatated within the facility. The sale is expectedltise on May 1
2008, but is subject to the satisfaction of stadddwsing conditions. As of October 31, 2007, thessets were no
longer amortized.

10. Other Assets

December 31, 200

Current portion Long term portion Total

Net investment in leas(® 16,74" 3,39¢ 20,14:
Income taxes recoverak 12,84, — 12,84,
Accrued pension benefit (see note — 9,911 9,911
Prepaid expenses and depo®) 15,23¢ 71z 15,94¢
Deferred charge© 4,80¢ 8,631 13,44¢
Inventories@ 7,23¢ — 7,23¢
Other asset(®) 90C 4,71 5,61%

57,77 27,36¢ 85,14¢

(@  The netinvestment in leases is classified on Hiartze sheet in other current assets and othe-term assets, and includes the followi

December 31

Net investment in leases as 2007
Total minimum lease paymer 21,38:
Unearned finance incon (1,247

20,14:
Current portior (16,749
Long-term portion 3,39¢

Unearned finance income is allocated to income theterm of the lease in a manner that producemstant rate of return on the
investment in the leases. The investment in theekeéor purposes of income recognition is compaedt minimum lease payments and
unearned finance income. Future minimum lease paigmeceivable under the sales-type leases aré #iilion in 2008, and

$3.4 million in 2009

(b) Prepaid expenses and deposits includes maiafpyam insurance for in-orbit satellites, prepaitéiest on banker’s acceptances, and
deposits related to foreign tax:

(c) Deferred charges include deferred costs rel@mtei@ferred revenue, as well as deferred financhayges related to the revolving credit
facility and the Canadian Term Loan (note :

(d) Inventories are valued at lower of cost or market eonsist of $5.7 million of finished goods andS$illion of work in process. Cost f
substantially all network equipment inventoriesiédermined on an average cost basis. Cost for ingukocess and certain one-of-a-kind
finished goods is determined using specific idérdtion.

(e) Other assets includes: tax indemnificationgirable from Loral of $2.3 million (note 22), othéeposits of $2.1 million, investments of
$0.6 million, derivative assets of $0.4 million andg term trade receivables of $0.2 millic

Investments are recorded at cost. No impairments vezorded as no events or changes in circumstamee identified during the period
that may have a significant adverse effect on #reying value of the investments. Telesat has #qiur interest in Hellas-Sat Consortium
Limited. The consortium has one satellite whichvisles regional coverage to Greece, Cyprus and #ilkaBs. Telesat also hold:
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nominal portfolio interest in Anik-Colombia. Telesawholly-owned subsidiary Infosat has a 22% iasiin Pakistan's Comstar ISA Ltd., a
satellite service provide

Derivative assets relate to a foreign currency &dicontract that matures in January 2(

11. Satellites, Property and Other Equipment
At December 31, 2007, satellites, property androtky@ipment is comprised of the following:

Accumulated Net Book
Cost Amortization Value
Satellites 1,285,58. (26,329  1,259,25!
Earth station: 120,21( (4,546 115,66«
Transponders under capital lei 67,08t (1,417 65,67
Office buildings and othe 32,61¢ (1,544 31,07t
Construction in progres 346,94( — 346,94(
1,852,43 (33,827 1,818,611

The cost of assets under capital lease, includitgjlge transponders, was $68.0 million at Decen®ie
2007. At December 31, 2007 the net book value esd¢tassets was $66.5 million.

12. Goodwill and Intangible Assets

As part of the acquisition transactions descrilmeddte 3, intangible assets were acquired. Thgiogrr
amount and accumulated amortization of the acquireehgible assets subject to amortization congistehe
following at December 31, 2007:

Accumulated Net Book
Cost Amortization Value
Finite life intangible asset
Revenue backlo 274,48 (5,316 269,17:
Customer relationshig 207,70: (2,072) 205,63:
Favourable lease 4,36¢ (218 4,15(
Patent: 59 — 59
486,61 (7,60€) 479,01.
Indefinite life intangible asset
Orbital slots 596,34 — 596,34
Trade nam 17,00( — 17,00(
Intangible asset 1,099,96! (7,606 1,092,35!
Goodwill 2,446,60: —  2,446,60
Goodwill and intangible asse 3,546,56! (7,606 3,538,96:

Revenue backlog is amortized based on the anngahtavhich the backlog is recognized in revenuiivis
estimated to be between 4 and 17 years. Custotadioreships, favourable leases and patents aretai@ion a
straight-line basis over the asset’s estimateduliiéd. Customer relationships have an estimatsaful life of
between 11 and 21 years. Favourable leases haastiarated useful life of between 3 and 4 yearsermathave an
estimated useful life of 18 years. The Company nae amortization expense of $7.6 million for tlegipd ended
December 31, 2007.
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13. Other Liabilities

Current Long term December 31, 20C

portion portion Total
Deferred revenues and depo!@ 54,65 257,25t 311,90t
Derivative liabilities®) 14,81: 271,06: 285,87
Capital lease liabilitie(©) 29,00¢ 44,34 73,35:
Deferred satellite performance incentive paym(d) 7,53 35,79: 43,32
Interest payabl 40,14¢ — 40,14¢
Dividends payable on senior preferred shares (o) 1,69¢ 1,69¢
Pension and other post retirement liabilities (rkig — 24,31 24,31:
Other liabilities® 4,53( 29,72 34,25:

152,37! 662,48 814,86.

(€) Deferred revenues represent the Company'ditiafiir the provision of future services. The paégpamount is brought into income over
the period of service to which the prepayment &splirhe net amount outstanding at December 31, @@0Fe reflected in the Statement
of Earnings as follows: $54.7 million in 2008, $2flion in 2009, $25.9 million in 2010, $25 million 2011, $24.9 million in 2012, and
$154.4 million thereafte

(b) Derivative liabilities comprise the followin

Derivative liability Maturity December 31, 200
Foreign currency forward contrac January 1, 2008 to December 1, 2 17,54*
Cross currency basis sw October 31, 201 261,97
Interest rate sway January 31, 2010 to November 28, 2 6,358

285,87:

(c) The obligation under the capital lease is clagsifie the balance sheet in other current liabiligied other lon-term liabilities.

Capital lease obligation December 31, 200
Total minimum lease paymer 90,02¢
Amount representing interest (9 (16,679

73,35:
Current portior (29,009
Long-term portion 44,344

Future minimum lease payments payable undeagital leases are $34 million in 2008, $17.9iomillin 2009, $7.8 million in 2010,
$7.8 million in 2011, $7.8 million in 2012 afd4.7 million thereafte

(d) Deferred satellite performance incentive payrsamne payable over the lives of the Nimiqg 1, ARk Anik F2, Anik F3 and Anik F1R
satellites. The present value of the paymentspgal&ed as part of the cost of the satelliteprded as a liability, and charged against
operations as part of the normal amortization efdatellite. The amounts payable on the succesgération of the transponders are
$7.5 million in 2008, $3.1 million in 2009, $3.4lii@n in 2010, $2.8 million in 2011, $2.1 milliomi2012, and $24.4 million thereaft

(e) Other liabilities includes: tax indemnificat®payable to Loral of $6.9 million (note 22), pdtehincome tax liabilities of $1.8 million,
unfavourable leases of $2.2 million, unfavourahlstomer revenue backlog of $15.2 million, incomestapayable of $0.9 million, and
other liabilities of $7.3 million at December 3D .
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14. Debt Financing

December 31, 200
Senior secured credit faciliti(@

Revolving facility 20,00(
The Canadian term loan facili 200,00(
The U.S. term loan facilit 1,687,65:
The U.S. term loan Il facilit 5,84%
Senior bridge loa® 667,80t
Senior subordinated bridge lo© 209,32«
Other debt financin(@ 3,73¢
2,794,36:

Current portior (18,419
Long-term portion 2,775,94

The outstanding debt balances above, with the ¢xcepf the revolving credit facility and the Careal
Term Loan, are shown net of related debt issuaoses cThe debt issuance costs related to the riegotvedit
facility and the Canadian Term Loan are include®ther Assets (note 10) and are amortized to istengpense on
a straight-line basis. All other debt issuances<ast amortized to interest expense using thetaféeinterest
method.

(&) The senior secured credit facilities are securedustantially all of Telesat’s assets. Under énms of
these facilities, Telesat is required to complyhvaértain covenants including financial reporting,
maintenance of certain financial covenant ratioddeerage and interest coverage, a requirement to
maintain minimum levels of satellite insurancetniesons on capital expenditures, a restriction on
fundamental business changes or the creation sfdialies, restrictions on investments, restricgion
dividend payments, restrictions on the incurrerfcadalitional debt, restrictions on asset disposgjan:
restrictions on transactions with affiliates. Thrahcial covenant ratios include total debt to EBA'
(earnings before interest, taxes, depreciationaamartization) and EBITDA to interest expense. Both
financial covenant ratios become tighter over gretof the credit facility. At December 31, 2007
Telesat was in compliance with all of the requicegienants

Telesat is required to hedge, at fixed rates, 50% dloating interest rate debt for a three ypariod endin
October 31, 2011. Each tranche of the credit tgdsi subject to mandatory principal repayment
requirements, which, in the initial years, are galiel/ 4to 1% of the initial aggregate principal amount.
The senior secured credit facility has severaldnas which are described below:

(i) A revolving Canadian dollar denominated creditlfgc{the “Revolving Facility”) of up to the
Canadian dollar equivalent of $153 million (US$Borillion) is available to Telesat. This Revolving
Facility matures on October 31, 2012 and is avilabbe drawn at any time. The drawn loans will
bear interest at the prime rate or LIBOR or Bank&cgeptance plus an applicable margin of 175 to
275 basis points per annum. The average interestwas 7.53% for the two months ended
December 31, 2007. Undrawn amounts under thetfaeile subject to a commitment fee. As at
December 31, 2007, $20 million was drawn underftaudity.

(i) The Canadian Term Loan Facility is a $200 millioan facility denominated in Canadian dollars,
bears interest at a floating rate of the Bankergefptance rate plus an applicable margin of 275 bas
points per annum, and has a maturity of Octobe2B312. There are no required repayments ol
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Canadian Term Loan facility until the third quartér2008. The average interest rate was 7.55% for
the two months ended December 31, 2007. This faeias fully drawn at December 31, 20!

The U.S. Term Loan Facility is a $1,755 million ofacility denominated in US dollars

($1,733.7 million CAD), bears interest at LIBOR plan applicable margin of 300 basis points per
annum, and has a maturity of October 31, 2014.aMeeage interest rate was 7.92% for the two months
ended December 31, 2007. This facility was fullgwdn at December 31, 20C

The U.S. Term Loan Il Facility is a $150 millionldged draw facility denominated in US dollars
($148.2 million CAD), bears interest at LIBOR phus applicable margin of 300 basis points per annum,
and has a maturity of October 31, 2014. The averageest rate was 8.0% for the two months ended
December 31, 2007. The U.S. Term Loan |l Faciktavailable to be drawn for 12 months after the
closing of the acquisition described in Note 3und capital expenditures. The undrawn amount of the
Term loan B-2 is subject to a commitment fee. ABatember 31, 2007, US$10 million ($9.9 million
CAD) of the facility was drawr

Senior Bridge Loan is a $692.8 million loan fagilitenominated in US dollars ($684.6 million CAD).
The Bridge Loan is unsecured but is guaranteecehpio Telesat subsidiary entities. This facilipsta
maturity of October 31, 2008, and an initial ins#reate per annum equal to the greater of 9% eethr
month LIBOR plus the applicable margin. The apgileamargin increases over time subject to an
interest rate cap of 11%. The average interestwvag9.0% for the two months ended December 31,
2007. This facility was fully drawn at December 2007. The lenders under the Bridge Loan have a
right, as early as April 28, 2008, to make a Se¢imsriDemand whereby Telesat would issue high yield
notes subject to registration rights at an interatst at or below the 11% cap in exchange for thdge
Loan. If the Senior Bridge Loan is not repaid ifi hefore October 31, 2008, the Senior Bridge L&an
automatically converted into a rollover loan whiolatures on October 31, 2015 and has escalating
interest rates which are capped at 1

Senior Subordinated Bridge Loan is a $217.2 millman facility denominated in US dollars

($214.6 million CAD). The Senior Subordinated Bredgoan is unsecured but is guaranteed by certain
Telesat subsidiary entities. This facility has gumity of October 31, 2008 and an initial intereste per
annum equal to the greater of 10.5% or three-mbiBIDR plus the applicable margin. The average
interest rate was 10.5% for the two months endezkBder 31, 2007. The applicable margin increases
over time subject to an interest rate cap of 12.5Bis facility was fully drawn at December 31, 2007
The lenders under the Senior Subordinated Bridgmlt@mve a right, as early as April 28, 2008, to enak
a Securities Demand whereby Telesat would issue Yigjd notes subject to registration rights at an
interest rate at or below the 12.5% cap in exchdogéhe Senior Subordinated Bridge Loan. If the
Senior Bridge Loan is not repaid in full before @u#r 31, 2008, the Senior Subordinated Bridge lisan
automatically converted into a rollover loan whiolatures on October 31, 2015 and has escalating
interest rates which are capped at 12.

Other debt financing includes the financing for @@mpany’s headquarters building. With respechéo t
headquarters building, the Company shares equiltytine developer, the ownership, cost and debt of
the building. The Company has leased the develsghiare for twenty years beginning January 25,
for an annual rent, excluding operating costs,108$nillion. Total headquarters financing of

$3.7 million includes the amount owing under thapital lease of $1.8 million at December 31, 2007.
The imputed interest rate for the capital leasi$9% per annun

Mortgage financing for the Company'’s share of thality has been arranged by the developer for a
twenty-year term coincident with the lease wittenast at 11% per annum and with annual payments of
principal and interest of $1.8 millio
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The outstanding balance of long term debt, exclydiebt issuance costs, will be repaid as follows (i
millions of Canadian dollars):

200¢ 2009 2010 2011 2012 Thereafter Total
$25.9 $27.7 $32.4 $107.t $117.¢ $2,556.C $2,866.€

15. Senior Preferred Shares

Telesat issued 141,435 Senior Preferred Shareshaage for cash with an issue price of $1,0005stior
Preferred Share on October 31, 2007 as part aideisition transaction described in notes 1 anth®. Senior
Preferred Shares rank in priority, with respeqtagment of dividends and return of capital upomnitigtion,
dissolution or winding-upahead of the shares of all other classes of Tedsek which have currently been crea
as well as any other shares that may be createtythibeir terms rank junior to the Senior Prefdr&hares. The
Senior Preferred Shares are entitled to receivautative preferential dividends at a rate of 7% genum on the
Liquidation Value, being $1,000 per Senior Prefét®hare plus all accrued and unpaid dividends.afmeial
dividend may be paid in cash, if such payment renitted under the terms of (i) the senior securedlit facilities
and the indenture governing the senior bridge loang (ii) any indebtedness incurred to refinameesenior
secured credit facilities or the senior bridge kdhthe cash payment is not permitted underé¢h@s of the senior
secured credit facilities or senior bridge loahs, dividends will be paid in Senior Preferred Skdrased on an iss
price of $1,000 per Senior Preferred Share. Dividesf $1.7 million have been accrued at Decembg@a7
(note 13) and included as interest expense.

The Senior Preferred Shares may be submitted blyalder for redemption on or after the twelfth
anniversary of the date of issue, subject to ccampk with law. Upon a change of control which osatfter the
fifth anniversary of the issue of the Senior PrefdiShares, or on the fifth anniversary if a chaofgeontrol occurs
prior to the fifth anniversary of the issue, Tetasaist make an offer of redemption to all holderSenior Preferred
Shares, and must redeem any Senior Preferred Soarekich the offer of redemption is accepted witB5 days o
such offer. As a result, the Senior Preferred Shhawe been classified as a liability on the badasieet.

The holders of the Senior Preferred Shares arentitted to receive notice of or to vote at any timggof
shareholders of the Company except for meetinglseoholders of the Senior Preferred Shares assa,dalled to
amend the terms of the Senior Preferred Sharegherwise as required by law.

16. Capital Stock

The authorized capital of the Company is comprigedi) an unlimited number of common shares, i)
unlimited number of voting participating preferrgaares, (iii) an unlimited number of non-votingtmapating
preferred shares, (iv) an unlimited number of radggle common shares, (v) an unlimited number céeathble
non-voting participating preferred shares, (vi) Q@irector voting preferred shares, and (vii) 328,8enior
preferred shares. None of the Redeemable CommaessbaRedeemable Non-Voting Participating Preterre
Shares have been issued as at December 31, 2007.

Common Shares

The holders of the Common Shares are entitledamive notice of and to attend all annual and specia
meetings of the shareholders of the Company aodéovote in respect of each common share heldl onadiers at
all such meetings, except in respect of a class &pplicable only to the shares of any other claggspect of
which the common shareholders shall have no righibte. The holders of the Common Shares are enhtiti
receive dividends as may be declared by the Boabdrectors of the Company, and are entitled tashia the
distribution of the assets of the Company uponidigtion, winding-upor dissolution, subject to the rights, privile
and conditions attaching to any other class ofesheanking in order of priority. The Common Shaes
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convertible at the holders’ option, at any timeoiloting Participating Preferred Shares or Ndsting Participatin
Preferred Shares, on a one-for-one basis.

The following table provides the details of thauisd and outstanding Common Shares as at Decemper 31
2007. All amounts are in thousands of Canadiaradalexcept the number of shares:

Common Shares

Value
Number (%)
Opening balance, October 31, 2( 1 —
Issued for cash (notes 1 anc 35,172,21 311,12
Issued in exchange for contributed assets (nosewl 13) 39,080,24  445,29(
Ending balance, December 31, 2( 74,252,461 756,41

Voting Participating Preferred Shares

The rights, privileges and conditions of the Votmarticipating Preferred Shares are identicallinegpects
to those of the Common Shares, except for thevatig:

« The holders of Voting Participating Preferred Skaee not entitled to vote at meetings of the $iwders
of the Company on resolutions electing direct

« For all other meetings of the shareholders of tamgany, the holders of Voting Participating Preddrr
Shares are entitled to a variable number of voded/pting Participating Preferred Share based en th
number of Voting Participating Preferred SharespNoting Participating Preferred Shares and
Redeemable NoNoting Participating Preferred Shares outstandimghe record date of the given meei
of the shareholders of the Compa

< The Voting Participating Preferred Shares are cdifble, at any time, at the holders’ option intor@mon
Shares or Non-Voting Participating Preferred Sharea one-for-one basis as long as the resultaf su
conversion does not cause the Company to ceagedddualified corporation” within the meaning bkt
Canadian Telecommunication Common Carrier OwnerahgpControl Regulations pursuant to the
Telecommunications Act (Canad

Non-Voting Participating Preferred Shares

The rights, privileges and conditions of the Nortixg Participating Preferred Shares are identicall
respects to those of the Common Shares, excegliddollowing:

« The holders of Non-Voting Participating Preferrdth&s are not entitled to vote on any matter atinge
of the shareholders of the Company, except in tsfea class vote applicable only to the Non-Vgtin
Participating Preferred Shar:

» The Non-Voting Participating Preferred Shares arevertible, at any time, at the holders’ optioroint
Common Shares or Voting Participating Preferred&han a one-for-one basis as long as the result of
such conversion does not cause the Company to teasea “qualified corporationkithin the meaning c
the Canadian Telecommunication Common Carrier Osinprand Control Regulations pursuant to the
Telecommunications Act (Canad
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Director Voting Preferred Shares

The rights, privileges and conditions of the Dipec¥oting Preferred Shares are identical in alpegts to
those of the Common Shares, except for the follgwin

« The holders of Director Voting Preferred Sharesemtitled to receive notice of and to attend aletireys
of the shareholders of the Company at which dirsatdthe Company are to be elected. The holdetiseof
Director Voting Preferred Shares are not entittedttend meetings of the shareholders of the Coynaac
have no right to vote on any matter other tharetketion of directors of the Compar

« The holders of Director Voting Preferred Sharesemtitled to receive annual non-cumulative dividenél
$10 per share if declared by the board of direatbthe Company, in priority to the payment of dends
on the Common Shares, Voting Participating Prefe8leares, Non-Voting Participating Preferred Shares
Redeemable Common Shares, and Redeemable Non-\Raitigipating Preferred Shares, but after
payment of any accrued dividends on the Senioreed Share:

« In the event of liquidation, wind-up or dissolutjghe holders of Director Voting Preferred Shanes a
entitled to receive $10 per share in priority te gayment of dividends on the Common Shares, Voting
Participating Preferred Shares, Non-Voting Partitiy Preferred Shares, Redeemable Common Shares,
and Redeemable Non-Voting Participating Preferteak&s, but after payment of any accrued dividemds o
the Senior Preferred Shar

« The Director Voting Preferred Shares are redeensillee option of the Company, at any time, at a
redemption price of $10 per sha

The following table provides the details of thausd and outstanding preferred shares as at Decetber
2007. All amounts are in thousands of Canadiaradalexcept the number of shares:

Non-Voting Director
Voting Participating Participating Voting Total
Value Value Value Value
Number (%) Number (%) Number ($) Number (%)
Opening balance
October 31, 200 — — — — — —
Issued for cash (note 7,034,44. 117,38t 1,00 10 7,035,44. 117,39¢
Issued in exchange for contributed assets
(note 3) 25,794,02 304,44¢ 25,794,02 304,44
Issued in exchange for the novation of
forward contracts from Loral Skynet
(note 3) 10,159,79 119,91 10,159,79 119,91
Ending balance, December 31, 2( 7,034,44. 117,38¢ 35,953,82 424,36t 1,000 1C 42,989,26 541,76¢
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17. Cash Flow Information

December 31, 200
Cash and cash equivalents is comprise

Cash 32,737
Short term investments, original maturity 90 day$ees 9,46¢
42,20:
Changes in operating assets and liabilities arepcsed of:
Receivable! (4,719
Other asset 132,76¢
Accounts payabl 72,38(
Income taxes payab (749)
Other liabilities 7,50¢
207,18!
Non-cash investing and financing activities are congutisf:
Purchase of satellites, property and other equip! 4,76
Shares issued in exchange for assets contributde &) 869,65¢

18. Financial Instruments
The carrying amounts and fair values of finanaiatiuments were as follows as at:
December 31, 2007
Carrying Value

Loans &
HFT AFS Receivable Total Fair Value

Financial Assets

Cash and cash equivalel 42,20: — — 42,20 42,20:
Accounts and notes receival — 55,29¢ 55,29¢ 55,29¢
Derivative financial instrumen 354 — — 354 354
Other asset 7,200 — — 7,202 7,202
49,76( — 55,29¢  105,05¢ 105,05¢
Carrying Value

HFT Other Total Fair Value

Financial Liabilities
Accounts payable and accrued liabilit — 81,22: 81,22: 81,22:
Customer and other depos — 6,291 6,291 6,291
Debt — 2,792,57! 2,792,57! 2,865,111
Derivative financial instrumen 285,87: — 285,87. 285,87.
Other liabilities — 80,92¢ 80,92¢ 80,92¢
285,87 2,961,01! 3,246,88 3,319,42
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Transaction costs are expensed as incurred fandiabinstruments classified or designated as Faid-
trading (“HFT”) or available-for-sale (“AFS”). Fanther financial instruments, transaction costsaanertized to net
income in interest expense over the expected fitaainstrument using the effective interest mdtho

Unrealized gains and losses on financial assetathaheld as available-for-sale are recordedhirrot
comprehensive income until realized, at which tthey will be recorded in the Consolidated Statenoéiitarnings.
Available-for-sale equity securities which do navh a quoted market price will continue to be rdedrat cost.

Financial assets and financial liabilities that laeéd-for-trading are measured at fair value withealized
gains and losses recorded in the Consolidatedr¢aiteof Earnings. Derivatives, including embeddedvatives
that must be separately accounted for, are recatizdr value on the Consolidated Balance SheleanGes in the
fair values of derivative instruments are recogaizethe Consolidated Statement of Earnings.

We have chosen to account for embedded foreigmgayrderivatives in a host contract as a single
instrument where the contract requires paymentsrdarated in the currency that is commonly usedintiacts to
procure non-financial items in the economic envinent in which we transact.

Telesat uses derivative instruments to managexipesere to foreign currency risk and interest resie and
does not use derivative instruments for speculativposes.

Credit Risk

Financial instruments that potentially subject @@mmpany to a concentration of credit risk consistash an
cash equivalents and short term investments. Imastof these funds is done with high quality ficiahinstitution:
and is governed by the Company’s corporate invastpelicy, which aims to reduce credit risk by riging
investments to high-grade US dollar and Canadidlarddenominated investments.

Telesat may be exposed to credit risk if counteigmto its derivative instruments are unable temntleeir
obligations. It is expected that these counterpgantiill be able to meet their obligations as theyiastitutions with
strong credit ratings. Telesat regularly monittes ¢redit risk and credit exposure.

Telesat has a number of diverse customers, whigkslthe concentration of credit risk. The Compaag
credit evaluation, approval and monitoring processtended to mitigate potential credit risks. Aigated bad debt
losses have been provided for in the allowanceldabtful accounts.

Currency Exposures

Telesat uses forward contracts to hedge foreigrenay risk on anticipated transactions, mainlytezlao the
construction of satellites. At December 31, 206&, Company had $196.9 million of outstanding faneégchange
contracts which require the Company to pay Canadiidlars to receive US $198.9 million for futurepdal
expenditures. The fair value of these derivativetiaet liabilities was an unrealized loss of $1milion. The
forward contracts are due between January 1, 260®acember 1, 2009.

The Company has also entered into a cross curteasig swap to hedge the foreign currency risk on a
portion of its US dollar denominated debt. At Debem31, 2007, the Company had a cross currency basip of
$1,224 million which requires the Company to payn&ian dollars to receive US $1,054 million. Thie ¥alue of
this derivative contract was an unrealized los$262 million.

Interest Rate Risk

Telesat uses interest rate swaps to hedge thesttate risk related to debt financing which isnarrily
variable rate financing. Changes in the interegtsraould impact the amount of interest Teleseddsiired to pay.
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On November 30, 2007, Telesat entered into a sefifége interest rate swaps to fix interest ratesUS

$600 million and $630 million of debt for an aveeagrm of 3.2 years. Average rates achieved, bafioye
borrowing spread, were 4.12% on US dollar swaps4aB8% on Canadian dollar swaps. At December 307 2he
fair value of these derivative contract liabilitwas an unrealized loss of $6.4 million.

For the period ended December 31, 2007, none afdhieative financial instruments were designated a
hedging instruments.

Fair Value

Fair value is the amount that willing parties woalttept to exchange a financial instrument basatien
current market for instruments with the same nslgcipal and remaining maturity. Where possible ¥alues are
based on the quoted market values on Decembel08Z, dtherwise the discounted cash flow model éxlus
determine fair value. As at December 31, 2007, eashcash equivalents and derivative instruments baen
valued using quoted market values.

These estimates are affected significantly by gsmptions for the amount and timing of estimategdre
cash flows and discount rates, which all reflectiray degrees of risk. Potential income taxes ahérexpenses
that would be incurred on disposition of theseriitial instruments are not reflected in the faiuesl. As a result,
the fair values are not necessarily the net amabhatsvould be realized if these instruments weteally settled.

The carrying amounts for cash and cash equivalshtst term investments, trade receivables, pramjss
notes receivable, other current liabilities, acdsyrayable, and debt due within one year approxrfzt market
value due to the short maturity of these instrumenie fair value of the debt financing is equatdaarrying value
excluding financing charges, due to the short peoitime elapsed between the assumption of theateb
December 31, 2007

19. Stock-Based Compensation Plans
Stock Options

Prior to the acquisition of Telesat Canada, asritesttin note 1, options were granted to key engédgyof
Telesat Canada to purchase BCE common sharesubbeription price is usually equal to the markdtgaof the
shares on the last trading day before the granesdanto effect. All of the outstanding options esktvith the
closing of the acquisition transaction, and musgkercised within 180 days of the transaction ey twill be
forfeited.

The following tables are a summary of the statuSedésat’s portion of the BCE stock option programs
Number Weighted-Average

of Shares Exercise Price ($)
December 31, 200°

Outstanding, beginning of peri 411,04 34
Granted — —
Exercisec — —
Expired/forfeitec (4,139 30
Outstanding, end of peric 406,90¢ 34
Exercisable, end of peric 406,90t 34
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Deferred Share Units (DSUs)

DSUs were granted to executives when they choosective their bonuses in the form of DSUs instafad
cash. The value of a DSU is always equal to theevaf one BCE common share. Dividends in the fofm o
additional DSUs are credited to the participantsaaunt on each dividend payment date and are dguivia value
to the dividend paid on BCE common shares. DSUgaicein cash when the holder chooses to exergee units.
All of the outstanding options vested with the algsof the acquisition transaction, and must be@sed within
180 days of the transaction or they will be foddit

The table below is a summary of the status of tB&J&

Number of DSUs
December 31, 200

Outstanding, beginning of peri 6,772
Granted —
Dividends credite( —
Exercisec —
Outstanding, end of peric 6,772

20. Employee Benefit Plans
Telesat Canada

The Company’s funding policy is to make contribndo its pension funds based on various actucoitl
methods as permitted by pension regulatory bodieatributions reflect actuarial assumptions coniogyfuture
investment returns, salary projections and futergise benefits. Plan assets are represented pisirogrCanadian
and foreign equity securities, fixed income instamts and short-term investments.

Skynet Satellite Corporation

The Company provides certain health care andrsearance benefits for retired employees of thedgga
Skynet companies and their dependents. Participaeatsligible for these benefits generally whely tiegire from
active service and meet the eligibility requirenseior our pension plan. These benefits are fundiedapily on a
pay-as-you-go basis, with the retiree generallyingag portion of the cost through contributionsjaetibles and
coinsurance provisions.
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The changes in the benefit obligations and in #irevialue of assets and the funded status of tfieetk

benefit plans were as follows:

Change in benefit obligatior

Benefit obligation, October 31, 201
Current service co:

Interest cos

Benefit payment

Plan amendment (early retirement progri
Employee contribution

Restructuring

Benefit obligation, December 31, 20

Change in fair value of plan ass

Fair value of plan assets, October 31, 2
Return on plan asse

Benefit payment

Employee contribution

Employer contribution:

Fair value of plan assets, December 31, Z

Funded statu

Telesat Canada Skynet
Pension Other Other
Benefits Benefits  Benefits Total
December 31, 2007
159,39 16,63: 8,07¢ 184,10:
774 79 — 853
1,51: 14€ — 1,65¢
(722) (70) (24) (81€)
5,70¢ — 5 5,70¢
14t — 87 232
(3,259 (562) (58) (3,879
163,54t 16,22« 8,08¢ 187,85¢
Telesat Canada Skynet
Pension Other Other
Benefits Benefits Benefits Total
December 31, 2007
176,59! — — 176,59!
(2,596) — — (2,596
(722) (70) (24) (816€)
14¢& — 5 15C
35 70 19 124
173,45 = — 173,45
9,911 (16,22 (8,089  (14,40%)

The fair value of the Telesat Canada plan assetsists of the following asset categories:

Equity securities
Fixed income instrumen
Shor-term investment

Total

December 31, 200

Plan assets are valued as at the measurementfdaeamber 31 each year.

60%
38%
2%
10C%
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The significant weighted-average assumptions adidpteneasuring Telesat Canada’s pension and other
benefit obligations and Skynet’s other benefit galions were as follows:

Telesat Canada Skynet
Pensior Other Other
Benefits Benefits Benefits

December 31, 2007

Accrued benefit obligatio

Discount rate 5.5% 5.5% 6.5%

Rate of compensation incree 3.5% 3.5% 4.3%
Benefit costs for the period end

Discount rate 5.5% 5.5% 6.5%

Expected lon-term rate of return on plan ass 7.5% 7.5% 8.5%

Rate of compensation incree 3.5% 3.5% 4.3%

For the Telesat Canada plans, for measurement gespa 10.5% (drugs) / 4.5% (other) annual rate of
increase in the per capita cost of covered health benefits (the health care cost trend) was asddion 2007. The
drug rate is assumed to gradually decrease to d\V&¥6 years and remain at that level thereaftaritte Skynet
plan, actuarial assumptions to determine the beaokligation for other benefits as of DecemberZ10Q7, used a
health care cost trend rate of 9.5% decreasingugiydto 4.5% by 2014. Assumed health care costtrates have
significant effect on the amounts reported forlikalth care plans.

The net benefit expense included the following congnts:

Telesat Canade Skynet
Pensior Other Other
Benefits Benefits Benefits Total
October 31, 2007 to December 31, 20(
Current service co! 774 79 — 853
Interest cos 1,513 14€ 87 1,74¢€
Expected return on plan ass (2,20€) — — (2,206
Net benefit expens 81 22t 87 393

21. Commitments and Contingent Liabilities
Off balance sheet commitments include operatingdeacommitments for future capital expenditures an
other future purchases.
2008 2009 2010 2011 2012 Thereafter Total
Off balance sheet commitmet 192,40 96,537 23,07 14,74¢ 10,64¢ 55,02¢ 392,43:

Certain of the Company’s satellite transponderficed, warehouses, earth stations, vehicles, diakof
equipment are leased under various terms. Minimanual commitments under operating leases deternzised
December 31, 2007 are: $32.6 million in 2008, $28illion in 2009, $21.5 million in 2010, $13.1 nidh in 2011,
$8.9 million in 2012, and $27.0 million thereaft€he aggregate lease expense for the two monttedlend
December 31, 2007 was $4.5 million. The expiry ®range from February 2008 to July 2016.

Telesat has non-satellite purchase commitmentsAdf §4.4 million or US $4.5 million, with various
suppliers at December 31, 2007. The total outstandommitments are in US dollars.

Telesat has entered into contracts for the cortgtruand launch of Nimiq 4 (targeted for launct2B08), the
construction of Nimiq 5 (targeted for launch in 2D@nd Telstar 11-N (targeted for launch in 2008k
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outstanding commitments at December 31, 2007 aethentracts are CAD $261.2 million or US $264.Biom.
The total outstanding commitments are in US dollars

Telesat has agreements with various customersépaji revenues on several satellites which tafeetedn
final acceptance of the spacecraft. Telesat isoresiple for operating and controlling these satslli Deposits of
$273.3 million, refundable under certain circumsts) are reflected in other liabilities, both catrand long-term.

In the normal course of business, Telesat has ee@@greements that provide for indemnification and
guarantees to counterparties in various transactibmese indemnification undertakings and guarantesy require
Telesat to compensate the counterparties for emstdosses incurred as a result of certain evanbsding, without
limitation, loss or damage to property, changéminterpretation of laws and regulations (inclggdiax legislation)
claims that may arise while providing servicesasia result of litigation that may be suffered Iy tounterparties.

Certain indemnification undertakings can extenddiomunlimited period and may not provide for amyifion
the maximum potential amount, although certain egents do contain specified maximum potential expos
representing a cumulative amount of approximat&.$ million. The nature of substantially all oéth
indemnification undertakings prevents the Compaasnfmaking a reasonable estimate of the maximurnpied
amount Telesat could be required to pay countegsaas the agreements do not specify a maximum anama the
amounts are dependent upon the outcome of futuringent events, the nature and likelihood of whiahnot be
determined at this time. Historically, Telesat hasmade any significant payments under such indeations.

Telesat and Loral have entered into an indemnifioaagreement whereby Loral will indemnify Tele&at
any tax liabilities for taxation years prior to 20QLikewise, Telesat will indemnify Loral for thetlement of any
tax receivables for taxation years prior to 2007.

In August 2001, Boeing, the manufacturer of thekMfl satellite, advised Telesat of a gradual degréa
available power on-board the satellite. Telesatlfén insurance claim with its insurers on DecerBef002, and
in March 2004 reached a final settlement agreenTdm.settlement calls for an initial payment in 2@0 US
$136.2 million and an additional payment of US $4@illion in 2007 if the power level on Anik F1 degles as
predicted by the manufacturer. In the event thafptbwer level on Anik F1 is better than predicteé, amount of
the payment(s) will be adjusted by applying a folamuhich is included in the settlement documentatiad could
result in either a pro-rated payment to Telesahefadditional US $49.1 million or a pro-rated napant of up to a
maximum of US $36.1 million to be made by Telesahk insurers. The initial payment has been receiduring
December 2005, a number of insurers elected tamigcounted amount of the proceeds due in 20@is@ounted
value of US$26.2 million was received from a numeinsurance underwriters in December 2005 with US
$20.0 million to be paid by a few insurers in 200&lesat submitted its final claim in the fourthageer of 2007. In
January, 2008, certain insurance underwriters &idit disagreement with Telesat’s determinatiomefavailable
power such that the final payment, in the insureiesiv, would be approximately US$2.7 million. Iretevent
Telesat is unable to resolve this disagreemefilljtintends to pursue arbitration. At December 2007, Telesat
has not recorded any receivable related to thimcla

22. Related Party Transactions

Related parties include PSP and Loral, the comrharesiolders, together with their subsidiaries and
affiliates.
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The following transactions are in the normal cowfeperations and are measured at the exchangeramo
which is the amount of consideration establishatiagreed to by the related parties. The relatety pansactions
as at and for the period ended December 31, 200¢ between Telesat and Loral, and subsidiariesaffiliites of
Loral.

December 31, 200

Service revenue 44C
Operations and administration expen 82t
Capital expenditure— Satellites 12,31¢

The balances with related parties are as follows:

December 31, 200
Receivables at year el 3,38¢

Payables at year el 9,68
23. Reconciliation to US GAAP

Telesat has prepared these consolidated finartateinsents according to Canadian GAAP. The following
tables are a reconciliation of differences relatmghe statement of operations and total sharensldquity reporte
according to Canadian GAAP and United States GAAP.

Reconciliation of Net Loss

December 31, 200

Canadian GAAF— Net loss (4,05))
Gains on embedded derivativ@ 774
Sales type leas— operating lease for US GAA®) 2,74¢
Capital leas— operating lease for US GAA®) (78)
Dividends on senior preferred sha(© 1,695
Tax effect of above adjustmer( (97€)
Uncertainty in income taxe© (2,64%)
Impact of future tax rate reductidd) 1,25]

United States GAAI— Net loss (1,285

Other comprehensive loss itel
Change in currency translation adjustmr (599

United States GAAI— Comprehensive los (1,889

Accumulated Other Comprehensive Loss

December 31, 200

Cumulative translation adjustme (599
Accumulated other comprehensive | (599
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Reconciliation of Total Shareholders’ Equity

December 31, 200

Canadian GAAF 1,293,52

Adjustments
Gains on embedded derivativ@ 774
Sales type leas— operating lease for US GAA®) 2,74¢
Capital leas— operating lease for US GAA®) (78)
Tax effect of above adjustmer( (97¢€)
Uncertainty in income taxe®) (2,64%)
Impact of future tax rate reducti() 1,25]

United States GAAI 1,294,59

Description of United States GAAP adjustments
(2) Embedded Derivative

The accounting for derivative instruments and heglgictivities under Canadian GAAP is now substintia
harmonized with U.S. GAAP, with the exception of ticcounting for certain embedded derivatives. Unde
U.S. GAAP an embedded foreign currency derivativa host contract that is not a financial instrumen
must be separated and recorded on the balanceustiess$ the currency in which payments are to b qra
received is: i) either the functional currency iher party to the contract or ii) the currency foice of the
related good or service is routinely denominatecommercial transactions around the world (typicall
referring to a traded commaodity). The same appbiesn embedded foreign currency derivative in & hos
contract under Canadian GAAP except that the ehti/the option as a matter of accounting policy to
account for the embedded foreign currency derieativa host contract as a single instrument pragidi
certain criteria are met. One of these criterito& the payments to be paid or received is inreeogy that

is commonly used in contracts to purchase or sel ion-financial items in the economic environmiant
which the transaction takes place. This option ui@adian GAAP results in embedded derivatives tha
must be recorded separately under U.S. GAAP thvawt to be separately recorded and disclosed under
Canadian GAAP. The additional option loosens theenstringent U.S. GAAP requirement that the cury
be one in which such commercial transactions aneménated around the world to be one that is coniynon
used in the economic environment in which the tatien takes place.

In accordance with U.S. GAAP, all derivative instrents embedded in contracts are recorded on thads
sheet at fair value. The Company denominates mhity long-term international purchase contracts in
U.S. dollars resulting in embedded derivativessTxposure to the U.S. dollar is partially offsgtrévenue
that is also denominated in U.S. dollars. For Cara@GAAP, the Company has elected to account foln su
contracts as single instruments (as explained ghoesulting in a U.S. GAAP reconciling item. At
December 31, 2007, the estimated fair value oftassesulting from embedded derivatives is $52.5ionil

The impact on the statement of earnings of chaimgée fair value of these embedded derivativesstHe
two month period ended December 31, 2007 is re&fteas a gain of $0.8 million in the U.S. GAAP
reconciliation note.

(b) Sale-Type and Capital Least

Under U.S. GAAP, if the beginning of a lease teattsfwithin the last 25% of a leased asset’s total
estimated economic life; then it can only be clessias a capital lease if the lease transfers cstiipe at
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TELESAT HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Amounts in thousands of Canadian dollars, unlesstieerwise noted)

the end of the lease term or there is a bargaichase option. This exception does not exist una@magian
GAAP, therefore certain leases are reported apitatéease and sales-type lease respectively under
Canadian GAAP, and as operating leases for U.S. BAA

(c) Senior Preferred Share

In accordance with U.S. GAAP, the senior prefegikedres are classified outside of permanent eqgsithey
are redeemable at the option of the holder. Thes®ispreferred shares are classified as liakslitisder
Canadian GAAP. This results in a U.S. GAAP recangiltem to reflect the different classification.

(d) Income Taxe

The income tax adjustment reflects the impact thitdd States GAAP adjustments described above tia
income taxes.

The tax effect of rate reduction represents thasddjent to future taxes resulting from the appiacadf the
fourth quarter rate reduction to the accumulatedsgand losses on embedded derivatives and faioert
lease transactions classified as operating leasdiseussed above.

(e) Uncertainty in Income Tax¢

In June 2006, the Financial Accounting Standardsr8¢‘FASB”) issued Interpretation No. 48, Accoungfi
for Uncertainty in Income Taxes, an interpretatddirAS 109, effective for fiscal years beginningeaf
December 15, 2006. FIN 48 provides specific guidamt the recognition, de-recognition and measurémen
of income tax positions in financial statementsjuding the accrual of related interest and pesslti
recorded in interest expense. An income tax posiigecognized when it is more likely than nott tihavill

be sustained upon examination based on its tedimdts, and is measured as the largest amounistha
greater than 50% likely of being realized uponnudtie settlement. Under Canadian GAAP, significant
differences may arise as we recognize and meastoene tax positions, based on our best estimatesof
amount that is more likely than not of being readiz

24. Subsequent Event:

On January 17, 2008, the Infosat board of direqtassed a resolution to approve the sale of tluesdnf
security business. The proceeds are estimated$a.B& million and will be received in cash. Thiesaas finalizec
on February 15, 2008 and was retroactive to FelrLig2008.

On February 13, 2008, Skynet Satellite Corporatiotered into an agreement to sell the Hawley fgcilihe
purchase price is estimated to be $4.25 million 8D will be paid in two parts: $4 million USD wile received
in cash and $0.25 million USD will be received @nsce in-kind.

The lenders under the Senior Bridge Loan haveld, rigs early as April 28, 2008, to make a securitie
demand whereby Telesat would issue high yield netdsregistration rights, but subject to an instreate at or
below the 11% (12.5% for the Senior Subordinatéddgr Loan) cap in exchange for the Senior BridgariLand th
Senior Subordinated Bridge Loan. In March 2008e3al was advised by its lenders to expect to itmse high
yield notes at or below the cap rate on April 3002
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Exhibit 10.18
April 24, 2008

MHR Fund Management LLC
40 West 57th Street

New York, New York 1001
Attn: Hal Goldstein

Re: Amended and Restated Securities Purchase Agret
dated October 17, 2006, as amended and restatiedbonary 27, 200

Dear Mr. Goldstein:

Reference is made to the Amended and Restateditec®urchase Agreement dated October 17, 200@nasded and restated on
February 27, 2007 (the “Securities Purchase Agre€indy and between Loral Space & Communicatiors (the “Company”) and MHR
Fund Management LLC (“MHR"). Capitalized terms us$edein without definition shall have the meanisgribed thereto in the Securities
Purchase Agreement.

In connection with the 2008 annual meeting of shadéters of the Company (the “2008 Annual Meetinggheduled by the Board to be held
on May 20, 2008, the Company has determined theuld be in its best interest not to include, amtre matters to be voted upon at the
2008 Annual Meeting, the Class B Proposal, the Moting Proposal and the Exchange Proposal refeteimc8ections 5.02 and 5.14 of the
Securities Purchase Agreement.

Accordingly, pursuant to the Securities PurchaseeAment, the Company hereby requests, and MHR yagkes as follows:

(i) Notwithstanding the provisions of the Seties Purchase Agreement to the contrary, the Gawypvill not, and MHR, at the
Company’s request, acknowledges and agrees, foltpthie receipt of notice from the Company in acaom with Sections 5.02(b) and 5.14
(b) of the Securities Purchase Agreement, thaCtrapany is not required to include among the mattebe voted upon at the 2008 Annual
Meeting (or any adjournment or postponement thgréof the Class B Proposal, (y) the Non-Voting @@tes Proposal, or (z) the Exchange
Proposal.

(ii) If the Company requests at least ten B0@3iness Days prior to any annual or




MHR Fund Management LLC
April 24, 2008
Page 2

special meeting of stockholders of the Companyfeilhg the 2008 Annual Meeting, then in the caséapthe Company’s first such request,
MHR shall vote all shares of Common Stock heldfat® record date for such meeting in favor of @pmsal to increase the number of
authorized shares of Common Stock to sixty (60}ionil(the “Share Authorization Proposal”), and @y subsequent request by the
Company, MHR'’s agreement to vote all shares of Com&tock held as of the record date for such mgétifiavor of the Share
Authorization Proposal shall not be unreasonabtiheld.

Except as expressly amended by this lettexeagent, the Securities Purchase Agreement remmafnll force and effect and nothing in tl
letter agreement shall otherwise affect any othevipion of the Securities Purchase Agreement eritihts and obligations of the parties
thereto, including, without limitation MHR’s rightender Sections 5.02 and 5.14 of the SecuritiesHaise Agreement to request that the
Company convene a special meeting for the purpbseeaking stockholder approval of (x) the Classr8p@sal, (y) the Non‘oting Securitie:
Proposal and (z) the Exchange Proposal.

On behalf of MHR, please confirm your agreetierour request by signing below and returningi®an executed copy of this letter.
Sincerely,
/sl Janet T. Yeun
Janet T. Yeun

Accepted and Agreed as
April 28, 2008

MHR Fund Management LLC

By: /s/ Hal Goldstein
Name: Hal Goldstei






Income (loss) from continuing

LORAL SPACE & COMMUNICATIONS INC.
COMPUTATION OF EARNINGS (DEFICIENCY OF EARNINGS) TO COVER FIXED CHARGES

Successor Registran

Exhibit 12.1

Predecessor Registran

For the Period

For the Period

operations before income taxes
equity income (losses) in affiliat

and minority interes
Plus fixed charge:
Interest expens

Interest component of rent expense

(©)
Less: capitalized intere

Earnings available to cover fixe

charges
Fixed charge®

Deficiency of earnings to cover fix

charges

October 2, January 1,

Year Ended Year Ended 2005 to 2005 to Year Ended Year Ended
December 31 December 31 December 31 October 1, December 31 December 31

2007@W 2006 2005 2005 2004 2003
$ 5284 $ 30,117 $ (5399 |$ (65570 $(207,85) $ (368,35)
11,84¢ 25,96! 4,40¢ 3,982 3,90¢ 28,22:
6,557 6,82¢ 1,62t 4,94¢ 9,05¢ 10,40:
(9,537 (2,517 = = (957) (14.149)
$ 61,711 $ 6039 $ 63¢ |$ (56,639 $ (195,84 $ (343,87
$ (9058) $ (73,769 $ (8,700 |$ (8,93) $ (12,96 $ (45,34
$ 2887 $ 13370 $ 8,06: [$ 6557( $ 208,80¢ $ 389,21¢

(1) Does not reflect the gain on the contribution ofdl&kynet as a result of the Telesat Canada tctinsaand
the interest expense on FIN 48 liabilities whicheisorded as a component of the income tax pravi

(@ Does not reflect the effect of the gain on the litsge of pre-petition obligations and fresh-stdjtistments,
and the interest expense and income tax benefigrézed in connection with the Plan of Reorganaral

(® The interest component of rent expense is deembd approximately 25% of total rent exper

@ Fixed charges are as follow

Pre tax preferred dividen(®)
Interest expens

Interest component of rent expet

Fixed charge

Successor Registran

Predecessor Registran

For the Period

For the Period

October 2, January 1,

Year Ended Year Ended 2005 to 2005 to Year Ended Year Ended
December 31 December 31 December 31 October 1, December 31 December 31
2007 2006 2005 2005 2004 2003
$ 72,18 $ 4098 $ 2,661 |$ — % — $ 6,71¢

11,84 25,96! 4,40¢ 3,982 3,904 28,224
6,557 6,82¢ 1,62¢ 4,94¢ 9,05¢ 10,40:
$ 90,58¢ $ 73,76 $ 8,70 |$ 8,931 $ 12,96: $ 45,34¢

®) For 2007 and 2006, dividends on Loral Series Ad Baries B-1 Preferred Stock and Loral Skynet Prede
Stock have beegrosse-up using a normalized effective tax rate of 40.96% 38d%, respectively






Exhibit 21.1

The active subsidiaries owned directly or indingtty Loral Space & Communications Inc. as of Mat¢ch

2008, all 100% owned (except as noted below) coosihe following:

Loral Space & Communications Holdings Corporal

Loral Skynet Corporatio
Loral Satmex LLC
Space Systems/Loral, In
International Space Technology, 1iD)
Cosmotechd
SS/L Isle of Man Limitec
Loral General Partner, Inc
LGP (Bermuda) Ltd.
Loral Holdings LLC
Mexico Satellite, LLC@)
Loral Global Services N.V
Loral Global Services B.V
Loral Holdings Corporatiol

NOTES
1) Only 51.0% owned directly or indirect

(@ Only 77.78% owned directly or indirect

Delaware
Delaware
Delaware
Delaware
Delaware

Russian Federatic
Isle of Man
Delaware
Bermudas
Delaware
Delaware
Netherlands Antille:
Netherlands
Delaware






Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement Nos. 333-132795 and 333-148274
Form S-8 and Registration Statement No. 333-13&6b2orm S-3 of our reports dated April 29, 2008tiag to
the consolidated financial statements and finarsta&kement schedules of Loral Space & Communicatioc. and
subsidiaries (the “Company”) (which report expresse unqualified opinion and contains explanat@magraphs
(1) which indicate that the Company adopted fraaht-gseporting, as of October 1, 2005, and (2)tiredgto the
Company’s adoption of new accounting standards)}tla@effectiveness of the Company’s internal cdraver
financial reporting, (which report expresses aneasiy opinion on the effectiveness of the Compaimgésnal
control over financial reporting because of a mateveakness) appearing in this Annual Report omb0-K of
Loral Space & Communications Inc. for the year ehBecember 31, 2007.

/s/ DELOITTE & TOUCHE LLP

New York, NY
April 29, 2008






Exhibit 23.Z
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement Nos. 333-132795 and 333-148274
Form S-8 and Registration Statement No. 333-13&6bRorm S-3 of our report dated March 20, 200&timd to
the consolidated financial statements of Telesatlidgs Inc. and its subsidiaries (the “Company”pearing in this
Annual Report on Form 10-K of Loral Space & Comnuations Inc. for the year ended December 31, 2007.

/s/ DELOITTE & TOUCHE LLP

Independent Registered Public Accountants
Licensed Public Accountants

Toronto, Ontario

April 29, 2008






Exhibit 31.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Michael B. Targoff, certify that:

1. | have reviewed this Annual Report Form 1(-K of Loral Space & Communications In

2. Based on my knowledge, this report does not cormmjnuntrue statement of a material fact or omit to
state a material fact necessary to make the statsmeade, in light of the circumstances under which
such statements were made, not misleading wittecé$p the period covered by this rep:

3. Based on my knowledge, the financial statement$ adimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash flofvthe
registrant as of, and for, the periods presentehligreport;

4. The registrant’s other certifying officer(s) andre responsible for establishing and maintaining
disclosure controls and procedures (as definedam&hge Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and 15d-15¢)) f
the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisia@ngare that material information relating to
the registrant, including its consolidated subsida is made known to us by others within those
entities, particularly during the period in whidtis report is being prepare

(b) Designed such internal control over financial réipgr;, or caused such internal control over
financial reporting to be designed under our suip@&m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principle

(c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presented
in this report our conclusions about the effectagnof the disclosure controls and procedurt
of the end of the period covered by this reporedasn such evaluation; a

(d) Disclosed in this report any change in the regstsanternal control over financial reporting
that occurred during the registrant’s most recesef quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that hetenmially affected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluation
internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registran’s board of directors (or persons performing thewedent functions)

(&) All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably §k& adversely affect the registrant’s ability to
record, process, summarize and report financiakrinétion; anc

(b) Any fraud, whether or not material, that involveamagement or other employees who have a
significant role in the registre’s internal control over financial reportir

/sl MICHAEL B. TARGOFF

Michael B. Targoff
Chief Executive Officer

April 29, 2008






Exhibit 31.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Harvey B. Rein, certify that:

1.
2.

I have reviewed this Annual Report Form 1(-K of Loral Space & Communications In

Based on my knowledge, this report does not comajnuntrue statement of a material fact or omit to
state a material fact necessary to make the statsmeade, in light of the circumstances under which
such statements were made, not misleading wittecé$p the period covered by this rep:

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash flofvthe
registrant as of, and for, the periods presentehligreport;

The registrant’s other certifying officer(s) andre responsible for establishing and maintaining
disclosure controls and procedures (as definedam&hge Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and 15d-15¢)) f
the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisia@ngare that material information relating to
the registrant, including its consolidated subsida is made known to us by others within those
entities, particularly during the period in whidtis report is being prepare

(b) Designed such internal control over financial réipgr;, or caused such internal control over
financial reporting to be designed under our suip@&m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principle

(c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presented
in this report our conclusions about the effectagnof the disclosure controls and procedurt
of the end of the period covered by this reporedasn such evaluation; a

(d) Disclosed in this report any change in the regstsanternal control over financial reporting
that occurred during the registrant’s most recesef quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that hetenmially affected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluation

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registran’s board of directors (or persons performing thewedent functions)

(&) All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably §k& adversely affect the registrant’s ability to
record, process, summarize and report financiakrinétion; anc

(b) Any fraud, whether or not material, that involveamagement or other employees who have a
significant role in the registre’s internal control over financial reportir

/sl HARVEY B. REIN

Harvey B. Rein
Senior Vice President and Chief Financial Officer

April 29, 2008






Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Loral Sp&€ommunications Inc. (the “Company”) on
Form 10-K for the period ending December 31, 209filad with the Securities and Exchange Commissiothe
date hereof (the “Report”), I, Michael B. Targafértify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906
of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the financial
condition and results of operations of the Company.

/sl MICHAEL B. TARGOFF

Michael B. Targoff
Chief Executive Officer

April 29, 2008






Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Loral Sp&€ommunications Inc. (the “Company”) on
Form 10-K for the period ending December 31, 209filad with the Securities and Exchange Commissiothe
date hereof (the “Report”), I, Harvey B. Rein, dgrtpursuant to 18 U.S.C. § 1350, as adopted @unisto § 906 of
the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the financial
condition and results of operations of the Company.

/sl HARVEY B. REIN

Harvey B. Rein
Senior Vice President and Chief Financial Officer

April 29, 2008



